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NOTICE TO READERS: 


Due to customer demand, FBIS plans to begin publishing statistical 
material from Russia and other independent states of the former Soviet 
Union in the FBIS Daily Report: Central Eurasia (FBIS-SOV series) as a 
weekly Supplement titled “Economic Review.” Statistical material now 
appearing in the FBIS Report: Central Eurasia (FBIS-USR series), which 
has a smaller circulation, will temporarily be double-published in both 
reports through 28 September. Economic material which refers to policy 
issues rather than statistics will continue to be published in the FBIS- 
USR series, pending further review. 


New customers should subscribe to the FBIS Daily Report: Central 
Eurasia (FBIS-SOV series) to obtain the weekly Central Furasia 
Economic Review in the future. Currently Daily Report customers will 
receive this Supplement automatically. 








This report contains information which is or may be copyrighted in a 
number of countries. Therefore, copying and/or further dissemination of 
the report is expressly prohibited without obtaining the permission of 
the copyright owner(s). 
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Duma Hearings on Russians in ‘Near Abroad’ 
954000291 Moscow KOMMERSANT-DAILY 
in Russian 12 Oct 94 p 3 


[Article by A. Koretskiy “Instead of Money—Public 
Advice” 


[FBIS Translated Text] Despite the repeated assertions 
Russia today does not have a long-term program for protec- 
tion of the rights of the Russian-speaking population in 
countries of the near abroad. If one does not appear in the 
immediate future, experts believe that the country will have to 
accept around 10 million migrants which could hardly have a 
positive effect on the crime and socioeconomic situation. That 
conclusion was reached yesterday at parliamentary hearings 
on the position of fellow countrymen abroad, organized by the 
State Duma Committee on CIS Affairs and Ties With Fellow 
Countrymen. 
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The hearings ended with a two-day conference in the course 
of which representatives of 181 organizations from all 
republics of the former USSR discussed the situation in 
which the Russian-speaking population found itself in Baltic 
States and in CIS countries. Interest in the fate of fellow 
countrymen was manifested by numerous commercial struc- 
tures. The list of conference sponsors included practically all 
of the largest banks: Inkombank, Most-Bank, Promstroy- 
bank, Stolichnyy, Menatep, and Natsionalnyy Kredit. The 
lion's share of expenses was assumed by the Ros- 
vooruzhentye state company. Both the conference and the 
hearings, however, did not receive the attention they 
deserved from those for whom they may yield some prac- 
tical consequences: the heads of Russian ministries and 
agencies. They sent only their deputies and in some cases 
just experts, to the Parhamentary Center on Tsvetnoy 
Boulevard. The chief of the Russian Federal Migration 
Service (FMS), Tatyana Regent, was the only exception. 





Interrepublic Migration To Ru ssia From Countries of the Near Abroad in 1992-1993 (Data provided by Russian Federal 
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Arrived in Russia in 1992 | Arrived in Russia in 199) Departed from Russia in 1992-1993 
| totes Lt percent | totat tm perce Total | Im percent 
Ukraine 199,355 | 21,500 | 180,409 20.500 | 179.13) 46,600 

ape f+ | 
Belarus ___ 36,232 an ee 3,900 | 34.670 | 3.800 l 46,058 12,500 
Moldova 32,340 ; 3,500 | 19.344 | > 100 14.881 | 4 
a 2 roses | 
Kazakhstan 183,891 19,900 i. 195,672 21.200 _ | 68,703 - ci 18,600 
Kirgizia 62,897 6.800 96.814 | 10.800 10,142 | 2.700 
Tajikistan 72,558 7 7.800 | - 7 68761 | 7,500 - | 5,898 - I 1.6000 
Turkmenia 19,035 | 2,100 | 12,990 | 1.400 L 6165 | 1,700 
Georgia 54,247 5 §,900 { 69.934 7,600 4,922 1.300 
Armenia sd|SSS«*'S 7500 “1700 ~| aa 3.200 | 1.953 05 
A7erbayan 69,943 7,600 | 64 RS §,900 | I 11543 T 3,100 
Lithuania | —*415,354 1,700 | ~ yo4o7 | 2.100 169 06 
Latvia a 2727 —~C«YL 2,900. 7 | 25.891 | 2,800 2,223 06 
Evonia 24.440. —_ a 2.600 7 t . 14 340 1.600 1,582 - 0.4 
Total 925,755 100 = 922.886 | io ~StédCSi‘(<‘ét SCS 100 

















* Around a million persons are migrating to Russia in 1994. 
According to estimates this tendency will continue in 1995 
in the same volume. 


When the USSR disintegrated there were around 25 million 
Russians living outside of Russia. Today that figure has 
gone down by almost 3 million—they have already left. 
According to a survey conducted by FMS an additional 6 to 
10 million have either already decided to move, or may 
make such a decision. Some 25 percent of those who are 
arriving from the near abroad are in need of social protec- 
tion such as pensions, grants, and permanent housing. None 
of this is provided by the 90 presently existing temporary 
housing centers as there are no funds: Only 545 billion 
rubles [R] were 2ppropriated out of the total budgetary 


demand of R1.9 trillion for 1994. Of that amount no more 
than R280 billion will realistically be disbursed by the end 
of the year. The existing situation may be changed only by 
the preparation of a long-term program for the protection of 
rights of fellow countrymen and creation of favorable con- 
ditions at their present places of residence. That 1s being 
done by the Russian Ministry of Foreign Affairs, “which has 
committed its best intellectual forces to that mission,” 
according to Sergey Krylov, deputy minister of foreign 
affairs. The CIS Human Rights Convention, which was 
worked out on Smolenskaya Ploshchad, must serve the same 
goal. 


The creation of a Public Council on Affairs of Fellow 
Countrymen within the Duma structure, which will take 
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over the functions of controlling expenditure of funds 
allocated for the FMA and transferred to CIS republics for 
the support of the Russian-speaking population (money, as 
a rule, does not reach the addressees), may be a direct 
outcome of the hearings. In the view of participants of the 
hearings, the Council could take a part itself in the forma- 
tion of a state policy concerning the Russian-speaking 
population, since current actions by the government and the 
president (a program for assisting fellow countrymen has 
recently been adopted) are nothing more than stop-gap 
emergency measures. 


Congress of Russian Communities Meets 


Representatives From Ukraine, Kazakhstan Cited 


954Q00314 Moscow ROSSIYA in Russian No 39, 
12-18 Oct 94 [Signed to press 11 Oct 94] p 2 


[Article by I. Petrova: “Who Will Defend the Russians?”’] 


[FBIS Translated Text] The press conference held by Boris 
Suprunyuk (Northern Kazakhstan) and Anatoliy Strogov 
(Western Ukraine) and organized by the Congress of Rus- 
sian Communities, was devoted to the problem of the 
Russian-speaking population in the post-Soviet geopolitical 
space. 


The political lexicon of today firmly includes such concepts 
as ‘Russian diaspora,” “domestic abroad,” “ethnic cleans- 
ing,” etc. That was the topic of a recently held, fourth by 
count, regular session of the Rights Assembly. It included 
the participation of the Russian Committee for the Defense 
of Peace, representatives of the State Duma, experts from 
the office of the president of Russia and several legal 
Organizations. 


“9 66 


As is the custom Sergey Yuryev, chairman of the Assembly 
Coordinating Committee, opened by citing some figures: 
25.3 million Russians are currently living outside of the 
Russian Federation. Of that number 11.5 million (22.1 
percent of the population) are in Ukraine, 6.3 million (37.8 
percent) in Kazakhstan, and around 1.5 million in the Baltic 
States (34 percent of the population in Latvia, 30.3 percent 
in Estonia, and 9.4 percent in Lithuania). 


In accordance with new laws on citizenship the Russian- 
speaking population in general will not be represented in 
organs of state power either in Latvia or in Estonia. Even the 
“world community,” which becomes concerned with the 
issue of human rights only when it is in its interest to do so, 
reacted to those laws. Two Austrian newspapers, for 
instance, simultaneously published articles on the position 
of Russians in the Baltic States. The STANDARD news- 
paper poses the question: “Does the withdrawal of Russian 
troops from Latvia and Estonia open the way for anti- 
Russian revanchism?” And answers it: “Yes.” Another 
publication, WIENER ZEITUNG, with a certain sarcasm 
tells its readers about how the Latvian government has 
decided to “‘naturalize” 2,000 persons a year. 


In the other new independent states, former union repub- 
lics, which belong to the UN and write in their constitutions 
about equality, the situation is no better. The existence of 
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such problems was discussed more than once and proposals 
on how to resolve them have been made at all different 
levels: attract attention, discontinue credit, impose eco- 
nomic sanctions. That is why, mentioned yet again at the 
Assembly, they produced only bitter smiles among some of 
its participants. Igor Krugovykh, chairman of the Moscow 
Zemstvo Movement, reminded those present of the word 
combination “double standard,” bearing in mind the atti- 
tude of international organizations toward human rights. 
Our own government finally responded, determining the 
following with regard to our fellow countrymen: “Taking 
into account the differences that exist in the status of 
Russian emigrants, the strategic policy line of the govern- 
ment consists of cooperating with their voluntary integra- 
tion in the political, social, and economic life of new 
independent states, and their adaptation to the local culture, 
with preservation of their own cultural heritage.” In other 
words this policy 1s called assimilation. 


By the way, in speaking about violation of the rights of 
citizens, participants of the conference urged that the state 
of affairs in Russia itself not be idealized. In a number of 
cities, under the guise of eliminating criminal elements, 
citizens are detained only because of their ethnic origin. In 
connection with that nine CIS countries appealed to the 
Russian Federation Ministry of Foreign Affairs in 
November of 1993 with an appropriate note. Enforceable 
enactments are being adopted by subjects of the Russian 
Federation which are in clear contradiction to the constitu- 
tion and which limit human rights, but this occurs without 
being noticed by federal authorities. Authorities in the 
capital, however, are constantly spreading the myth that the 
deteriorating crime situation in Moscow ts directly linked 
with an increase in the flow of forced emigrants there, 
ignoring the fact that many Russian cities have accepted a 
lot more refugees than Moscow, but the criminal situation 
over there is at least no worse than the one in Moscow. 


In that manner the rights of our countrymen are in need of 
protection both abroad and in Russia. It 1s characteristic 
that the attitude of the government toward problems per- 
taining to the ensurance of human rights within the country 
and abroad is the same: Russian leadership ts yet to accom- 
plish this in Russia, and it is only recently that some 
enforceable enactments have appeared in support of coun- 
trymen abroad and the effectiveness of those measures 
proposed by the government is subject to doubt. The 
impression is formed that Russia 1s lagging about three years 
behind in creating a program to help our countrymen. 


Situation in Russia’s ‘Autonomies’ 


954Q0031B Moscow ROSSIYA in Russian No 39, 
12-18 Oct 94 [Signed to press 11 Oct 94] p 2 


[Article by A. Shcherbakov: “Internal Abroad’ Unifying”) 


[FBIS Translated Text] A session of the Organizing Com- 
mittee of the Congress of Russian Communities of Russia 
took place on the most recent holiday. It included the 
participation of representatives from 44 regions of the 
country along with emissaries from Crimea, the Baltic 
Region, Northern Caucasus, and the Dnestr Region. 
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Petr Romanov, member of the Federation Council, 
chairman of the Committee on National Defense and Secu- 
rity, noted that the need to support the Russian national 
idea is understood today by many, who are not always doing 
so with sincerity. In his opinion a revolutionary situation is 
growingg in the country, which should be utilized in order to 
realize the Russian idea. The speech by Sergey Glasyev, a 
deputy of the State Duma, contained much disturbing 
information on the state of the national economy. For 
example, the second stage of privatization “in the Chubays 
manner,’ which has started, led to a situation where foreign 
capital accounts for 70-90 percent of the turnover of capital. 
Utilization of production capacities dropped this year to 
20-35 percent. 


COMMONWE ALTH AFFAIRS 3 


Dmitriy Rogozin, KRO (Congress of Russian Communt- 
ties] chairman, noted that he was initially surprised that 
Russian communities were being created in Russia itself. 
However, the rise in separatism in certain autonomous 
areas and unthinking behavior by the bureaucratic appa- 
ratus led to a situation where an “internal abroad” appeared 
within Russia. “The task of the congress consists of unifying 
Russian people on the basis of a state-patriotic ideology, for 
a Struggle for their historically lawful rights,” Rogozin 
noted. 


We will discuss the ideological platform of the Congress of 
Russian Communities and its concrete undertakings in 
greater detail in one of the future issues of our newspaper. 
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Growing ‘Russophobia’ Seen in Ukraine 
954000324 Moscow ROSSIYA in Russtan No 39 
12-18 Oct [Signed to press 11 Oct 94] p S$ 


[Article by V. Kolynko: “Russophobia Is Not Proof of 
Patriotism”’} 


([FBIS Translated Text] The shorter the time to the vis't of 
Boris Yeltsin to Kiev, the louder the anti-Russian chorus 
becomes, conducted by leaders of Ukrainian national- 
patriots. After a rough draft of the treaty on friendship and 
cooperation (full name: “Treaty on Friendship, Coopera- 
tion, and Partnership Between Ukraine and the Russian 
Federation’) being prepared for signing, filtered through to 
the pages of our newspapers the anti-Russian sabbat grew in 
crescendo. One of the founding fathers of Rukh. and pres- 
ently chairman of the Ukraina political association, Dmitro 
Pavlychko, insists that such an agreement will destroy the 
economic independence of Ukraine, drawing it into Russian 
great-power politics. and “leading to a complete destruction 
of the economy, spirituality, and culture of the Russian 
people and the Ukrainian state as a whole.” Even Oles 
Gonchar. the patriarch of Ukrainian literature, published an 
open letter in which he declared that the document which tt 
is planned to sign, is aimed at ensuring one-sided advan- 
tages fcr Russia and, in addition to everything else. 1t does 
away with the neutrality and non-alignment with blocs 
declared by Ukraine. “The threat of Russian expansionism 
is acquiring a very realistic form” Oles Gonchar prophesied. 


The Ukrainian Ministry of Foreign Affairs was compelled to 
issue a declaration expressing regrets concerning the publi- 
cation of a document still in the stage of preparation. A 
Ministry of Foreign Affairs representative declared that the 
published text actually does not correspond to reality and 
serves to confuse Ukrainian public which causes serious 
harm to the process involved in the development of mutual! 
relations between the two countries as well as to the inter- 
national image of Ukraine. It ts hardly permissible to 
publish the rough draft at a time when a complex and 
delicate process of confidential negotiations is going on 
regarding the text of the agreemeni. Particularly since in the 
opinion of Aleksandr Chalyy, head of the Ukrainian dele- 
gation, a senior official of the Ukrainian Ministry of Foreign 
Affairs, negotiations are taking place in an atmosphere of 
goodwill and constructive cooperation. 


The strong attack on the agreement ts coming from the right 
wing, from the Ukrainian national-patriots, proudly calling 
themselves democrats. It was they who for five vears 
inspired the Ukrainian people with tales about the bright 
future of the country should it gain independence. It was 
they who explained that Ukraine is impoverished because it 
is being eaten out of house and home by Moscow and other 
Soviet Union brothers. So many leaflets were published. so 
many expository articles by economists-democrats appeared 
at that time on the pages of publications supporting Rukh! 
The figures and facts cited in them as proof stipulated that 
if independence is acquired, Ukraine, with its economic, 
scientific, and cultural potential, and with its rich labor 


resources, will immediately join the flourishing countries of 
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Europe. It 1s not without reason that it occupies a leading 
position in the world in the production of cast iron, steel, 
manganese, iron ore, grain, and sugar on a per capita basis. 


Unfortunately, however, Ukraine never did join the elite of 
European nations. 


But did the national-democrats confess their errors’? Did 
they repent? Certainly not! They find causes of the current 
catastrophic situation in the Ukrainian economy in any- 
thing and everything except their own blunders. “Anything 
and everything’ means primarily the policy of Russia and 
Its great-power expansionism. Even the parliamentary news- 
paper GOLOS UKRAINY can allow itself sentences like. 
“Russian chauvinism from the moment of its inception did 
not give Ukraine the possibility of raising its head, really 
developing its culture and economy and finally, placing its 
own statehood on an equal footing with other powers.” 


The untalented and unprofessional individuals swept into 
high office on the wave of political demagoguery have to 
masn their own inabilities. For that purpose it 1s necessary, 
as it has been practiced for a long time, to conduct a 
constant search for an external enemy. Russia 1s a suffi- 
crently convenient subyect. It seems that the democrats will 
continue blaming Leonid Kuchma, on the eve and after the 
signing of the agreement. accusing him of a pro-Moscow 
stance, as it is done by them today tn connection with the 
intentions of the president to give Russian language the 
Status of an official language 


The forthcoming Kiev meeting of Kuchma and Yeltsin 
should culminate not only with the treaty of friendship and 
cooperation. The heads of state also plan to sign a package 
of documents consisting of 17 agreements. They include 
agreements on establishment of free trade, on the main 
principles of trade and economic collaboration in 1995, on 
the prevention of double taxation, on border regions, and on 
cooperation in the field of culture and education. Also, on 
the main principles involved in the creation of financial- 
industrial groups and trans-national corporations. 


Roman Shpek, the minister of economy of Ukrame believes 
that—“Without creation of trans-national companies we 
will be unable to activate integration processes and will not 
achieve high effectiveness in the utilization of available 
production capacities.’ We are talking not just about the 
fuel and energy complexes. It is very important to create 
transnational compamies in machine building, in the aero- 
space sector, in shipbuilding, and tn the processing of 
agricultural products. New agreements must remove most of 
the barriers on the way to such close cooperation. This 15, 
first of all, in the interests of Ukraine. Russia with its 
economic potential would be able to survive without close 
ties with the Ukrainian economy. Ukraine, however, could 
not. After all, 70.4 percent of the total volume of products 
imported in Ukraine are Russian goods, component parts, 
and raw material. Russia supplies Ukraine with 90 percent 
of the oi! it needs so much and 80 percent of the raw 
material for light industry. What other alternatives are 
there? 
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Fthnic Russian Leader in Kazakhstan Highlighted 
954Q0014.4 Moscow PRAVDA in Russian 11 Oct 94 p 1 


[Article by N. Musienko: “Waiting for Ivan Kalita”] 


[FBIS Translated Text] Citizen of Russia Boris Suprunyuk 
is the leader of the officially unrecognized Russian Com- 
mune of Northern Kazakhstan, recently editor in chief of 
the Russian-language newspaper GLAS, which was pub- 
lished in Petropavlovsk but was shut down for articles in 
defense of the rights of the non-Kazakh segment of the 
population. In April of this year, Boris Fedorovich was 
arrested on a fabricated charge of “sowing ethnic discord” 
and subjected to a mandatory psychiatric examination. The 
doctors who examined him did not allow themselves to be 
led by the authorities, who wished to put Suprunyuk away in 
a psychiatric hospital, and pronounced him healthy. After 
six weeks in Kazakh torture chambers, the defender of 
human rights was granted his freedom. Prior to the trial 
which took place in September. “Evidence in this case did 
not establish that Suprunyuk, B.F., fanned racial discord 
and animosity,” it was recorded in the sentence. Neverthe- 
less the defendant was “socked” with a sentence of two years 
confinement, which, it is true, has been suspended. 


It was not his personal misadventures, however, that were 
the topic of a press conference that B. Suprunyuk held in 
Moscow. He wanted once again to focus public attention on 
the situation with non-Kazakhs in Kazakhstan. In Petropav- 
lovsk, for instance (the Kazakh leadership prefers to call 
that city by a new name—Kzylzhar), 95 percent of the 
population consists of Russians and Russian-speakers. The 
positions of leadership, however, as it is everywhere in the 
republic, are occupied predominantly by “individuals of 
indigenous nationality.” Thus far, the Cossack community 
and the Russian public organizations are outside of the law. 
No newspapers Or magazines are received from Russia. 
Kazakhs living outside the boundary of their “ethnic home- 
land” are entitled to dual citizenship in accordance with the 
constitution of the republic, whereas the non-Kazakh pop- 
ulation of Kazakhstan does not have such a right. The 
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Russian language has ceased to be a state language and 1s 
gradually being eliminated in government establishments 
from use in correspondence and documents. The number of 
schools with classes taught in Russian ts being decreased 
throughout the country, and in the higher educational 
establishments the share of Kazakh groups has reached 
80-90 percent. All that leads to the exodus from Kazakhstan 
of those people whose native language 1s Russian. According 
to data provided by the Committee on CIS Affairs and Ties 
with Compatriots of the State Duma of the Russian Feder- 
ation, around half a million individuals have left the 
republic. 


B. Suprunyuk quoted Article 60 of the Criminal Code of the 
Kazakh SSR: “Deliberate acts aimed at arousing national or 
racial hostility or discord, humiliating national honor and 
dignity, either direct or indirect abrogation of rights, or 
establishment of direct or indirect benefits for citizens 
depending on their national or ethnic origins is punishable 
by imprisonment of up to five years.” In accordance with 
that article, Boris Fedorovich said, most of the Kazakh 
leaders are subject to legal persecution. 


The policy of N. Nazarbayev has led not only to tension in 
relations between ethnic groups but also to a profound crisis 
in the economy of the republic. In Petropavlovsk. for 
example, ration cards were introduced for bread and other 
essential products. “It 1s the same as distributing bananas in 
Africa with ration cards.” B. Suprunyuk said, commenting 
bitterly on that development. 


“I am categorically against the use of the term ‘near 
abroad,” he declared: “it would be more accurate to say 
‘abroad Russia.” After all, what 1s Narva, Sevastopol, five 
Ukrainian oblasts, and the entire northern part of Kaza- 
khstan, if not Russia, which was torn away from a unified 
country by the wish of those who are no more than an 
apology for politicians? 


Enough of president-destroyers. We need a president like 
Ivan Kalita—assembler of Russian lands.” 
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POLITICAL AFFAIRS 


Implicated Custems Committee Head Viewed 


954F01094 Moscow MOSKOVSAIY KOMSOMOLETS 
in Russian 13 Oct 94 p 2 


[Article by Aleksey Overchuk: “Deep Pockets: Corrup- 
tion. State Level.”} 


{[FBIS Translated [ext] According to the U.S. Federai 
Bureau of Investigations, more than 2,000 commercial banks 
in Russia are owned by the mafia. Russian mafia money 
comes to America through Arab firms. Organized crime 
couriers bring to American banks whole suitcases stuffed 
with $5 to $10 banknotes. The documents of mafiosi messen- 
gers do not look suspicious to bank employees. 


Freedom. Take things abroad. Bring things trom abroad. 
There is only one obstacle—the customs. And the latter 1s 
like a sun—it shines for everyone, but every person gets a 
different degree of warmth. 


On 16 August, MOSKOVSKIY KOMSOMOLETS pub- 
lished a small item “The Customs Will Be Decustomized. 
And in A Very Concrete Sense”. We wrote that very soon 
the Customs Committee Chairman Anatoliy Kruglov will 
have to answer for all his “heroic deeds.” We received a 
response from the general procuracy. It was signed by 
Aleksandr Godunko, chief of the administration for the 
oversight of compliance with the law by transportation and 
customs organs. Quite honestly. we were pleased. 


State counselor of justice 2nd class Godunko assured us that 
the MVD [Ministry of Internal Affairs} has been instructed 
to check the facts related in the article. 


We are curious how they will be able to check out the facts 
we related considering that the file itself 1s in the general 
procuracy. And nobody sent it to the MVD. Where and how 
are they to be checked? Especially considering that cases of 
such significance ought to be investigated by the procuracy 


The militia has investigators. The procuracy—law 
enforcers. The former look for things. The latter sort out 
what the former found. 


The criminal case on customs official Kruglov was initiated 
in the MVD. From there it migrated to Sheremetyevo 
militia. Then it was requested by the general procuracy. 
Where it stayed for good. 


Kruglov had a frend (see “The Customs Will Be Decus- 
tomized™}—commercial dealer Zuyev. They were very good 
friends. He set up a company for Kruglov’s daughter in 
Switzerland. Then Zuyey was no more. (In a polite society, 
that is). He was arrested for bribing officials. He ended up in 
a psychiatric hospital for suspects in criminal investigations. 
At his own request. (According to operational data. he ts 
absolutely normal.) It 1s easy... Physicians call it “tempo- 
rarily at odds with his head.” The evidence against Zuyev 
was extensive. Willy-nilly, one would prefer to be sur- 
rounded by nuts than procurators. 


The Zuyev case has been in a suspended state for two years 
now. And it will continue to be. It is the nature of man that 
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he does not like going down alone, and at the trial Zuyev will 
Start talking. Then such a ball of yarn will begin to unwind 
that we will learn a lot of unpleasant things about a lot of 
respectable people... 


Kruglov (despite the skidding criminal case on him) sull 
cannot sleep well. Too many people want him to have a 
personal! encounter with justice. So he ts trying to cover a lot 
of territory. As soon as he suppresses it in one place, it pops 
up in another. And he cannot figure out where the wave 
originates. 


It is very difficult to sink the customs chief. But some are 
trying. Some do not want to live in a gangster state. Others 
are earning political capital. 


State Duma deputies sent compromising materials they 
collected against Kruglov to all relevant offices. They were 
immediately struck by silence. 


lo the Federal Counterintelligence Service. Mr. SV. Stepa- 
shin. The State Duma is analyzing 2 number of documents 
received from the disbanded commission on corruption under 
Ye. Gaydar, members of law enforcement organs, and citizens 
working in state organizations, who are concerned over large- 
scale corruption that has permeated practically all power 
structures. Enclosed please find materials regarding high- 
ranking official A. Kruglov. It follows from the documents 
that the former RF NIB [Russian Federation Ministry of 
Security] headed by V.P. Barannikov ‘was not successful in 
dealing with’ the task set by the RF president.” 


“To the RE First Deputy Prime Minister, Mr. OLN. Sosk- 
ovets. Please be advised that the Siate Duma has in its 
possession information that the RF State Customs Com- 
mittee headed by Chairman A. Kruglov and his Deputy S. 
Bekov allowed uncontrollable exports of oil and petroleum 
products from Moscow and other regions of tussia.~ 


MOSKOVSKIY KOMSOMOLETS checked out the State 
Duma. They do indeed have matenals on Kruglov and his 
customs 


To the Secretary of the RE Security Council, Mr. O.1. Lobov. 
‘Secret and confidential information circulates in the struc- 
tures of the RF Main Customs Administration [G TK], both in 
verhal (acoustic) and electronic form in computers, office 
equipment, and communications systems. Since the RF GTK 
was formed (1991), not a single document on protection of 
confidential and secret information had been received. A 
considerable volume of customs information (up to SO per- 
cent) is transmitted via open unsecured channels. All of this 
creates real preconditions for inflicting damage to financial 
interests of Russta."”’ 


“To the RF General Procuracy. Acting RF General Procu- 
rator AN. Ilyushenko (personally). “Enclosed please find 
materials with the resolution of GIK Deputy Chairman V. 
Kruglikov attached. Please recommend to the RF Ministry of 
Finance's KRU (Control and Audit Administration—A.O.) to 
conduct in the nearest future a comprehensive financial audit 
of the RF GTK, which already had been blocked twice. The 
RF GTK chairman is currently attempting to stall this 
audit.“ * 
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‘he stream dried up. The only thing left to do was wait. 


Two months later, counterintelligence’s Stepashin rephes 
that “counterintelligence organs do not have the authority to 
conduct preliminary investigations. Keeping in mind the 
aforesaid, we return the materials on A. Krugloy for subse- 
quent disposition pending a decision to send them to procu- 
racy organs.” 


Translated into normal language. leave me alone. This ts not 
my business. The deputies took offense. 


“Mr. Stepashin, we have information in our possession that 
you have discussed Kruglov with the procuracy, as well as the 
top echelon of authority, and received certain recommenda- 
tions in this respect.” And further on: “it is net our job to 
send documents received from your agency to another one, 
since the procuracy and the FCS [Federal Cuunterintelligence 
Service] coordinate their work.” 


Now we finally get it: When the counterintelligence chief 
yells from rostrums that there will be no mercy for the 
criminals, he means completely different criminals. 


Many bureaucrats dream of going down tn history as 
fighters for justice, but not feet first. So they hesitate. Who 
knows what kind of protection this Kruglov has at the top? 
People are respected not for they do but for who their 
friends are. 


Nevertheless. the deputies did send the materials to the 
general procuracy. 


According to our information, Mr. Chernomyrdin, just like 
everyone else at the top. has complete information on 
Kruglov. And intends to get to it. Kruglov ts obviously 
facing a specter of an iron door with a peephole. 


Rumor has it that Kruglov ts being set up. Sneaky scoun- 
drels, are they not? Imagine, they presented his daughter 
with a Volvo. His wife was “listed” as an employee. She was 
paid a salary without ever showing up for work. 


Let us leave Kruglov alone for now and look at the case from 
above. The law enforcement organs’ plan is simple. The 
Zuyev case needs to be pushed forward. He will drag his 
cohorts with him. New criminal cases will be opened. 
Scandals will flare up. Which will be extinguished by a flood 
of government statements, refutations, and explanations. 
You know where it will all end? Zuyev will be sent to prison. 
The high-ranking ones will get demoted somewhat. The loot 
will stay in the pockets. Investigations will fade away. 
Vacant chairs will be filled by new... 


Trouble... 


P.S. Anatoliy Kruglov's popularity in the government is 
growing with each passing day. Our hero was present at the 
signing of the cooperation treaty between the United States 
and Russia. Moreover, his is the principal signature on a 
separate agreement with the American customs. One thing 
remains unexplained. The entire government, the entire pres- 
idential Olympus are aware of a criminal case against Kru- 
glov. Does it mean that the president himself remains igno- 
rant of it? 
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ECONOMIC & SOCIAL AFFAIRS 


Yavlinskiy Moscow Privatization Program 
Outlined 

YS4FO0144 Moscow NEZAVISIMAYA GAZETA 
in Russian 29 Sep 94 p 4 


[Article by Ivan Zasurskiy: “Yavlinskiy Attempting To 
Find a Balance Between Interests of Regional Authon 
ties and Reform Tasks”} 


|FBIS Translated Text] If someone tells you that Yavlinskty 
IS privatizing property belonging to the capital, do not 
believe them. That ts, EPitsentr prepared a draft program of 
a Moscow vanant of privatization, but after it was sub- 
mitted to the Moscow city government, so much trouble was 
stirred up that the very result “1s in doubt” and will most 
likely turn out to be quite different from the proposed 
concept after all the inevitable compromises and arrange- 
ments, which could, in the opimon of its elaborators, take 
either several weeks or several months—all the more since 
EPlitsentr experts, reheved of the burden of supporting the 
original idea, have no intention of protecting its detailed 
structure from being changed through corrections. After all, 
Moscow is needed as an ideal proving ground for the 
program—enough practical experience will be produced for 
all of Russia and then some. The concept was originally 
conceived to be regional. 


History of the Issue 


Yaviinskiy and his EPlitsentr colleagues wrote their pro- 
gram-law on privatization as long ago as December 1990. In 
1991 it served as a basis for research done by Anatoliy 
Chubays. Later, however, political compromises and the 
idea of check privatization led to complete incompatibility 
between the GKI [State Committee on Property} model and 
the initial research that was done. It was specifically in such 
“unrecognizable” form that privatization was first imple- 
mented in the autumn of 1992. 


The dissimilarity of the approaches of Yavlinskiy and 
Chubays to privatization 1s what predetermined the atutude 
toward it by Yavlinskiy, who attempted to do it differently 
in Nizhniy Novgorod, but did not display his indignation 
too strongly, apparently considering that “better this way 
than no way.” 


Luzhkov ts another matter. His disagreement with Chubays 
led to a scandal which held the entire Moscow establishment 
in suspense. After check privatization came to an end, the 
Moscow leadership (which managed to fulfill the norms for 
collection of checks without any significant national eco- 
nomic losses), gave some serious thought to problems of 
further work in that area. Sergey Ivanenko, deputy 
chairman of the Duma Committee on Property, and 
member of the Yabloko faction, records the history of the 
evolution of the concept of privatization earmarked for 
Moscow since July of this year, when Yavlinskiy and 
Luzhkov discussed the idea of Moscow post-check prvati- 
zation, while EPItsentr engaged in the practical preparation 
of documents. 
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Compromise 


From the start it was decided not to instigate a war of 
approaches between the capital administration and GKI. 
The point is that on this occasion the Government Com- 
mittee on Property does not have a specific pmvatization 
program, assumes Sergey Ivanenko, who actively partict- 
pated in the elaboration of the program, even though 
legislation on post-check pnvatization stipulates a certain 
procedure. Regional authorities, however, are objectively 
not interested in the privatization of “their” property. Their 
goal and dream is to manage it, not privatize it. Therefore 
the fact that a concepi of post-voucher privatization was 
adopted in itself does not necessarily mean that privatiza- 
tron will wash over the country like the tenth wave. The 
most probable variant is something else—with the excep- 
tion of rsolated cases, nothing at all will take place. 


Between the two opposing interests of the agency for the sale 
of state property and the regional authorities there is room 
for Yavlinskiy’s program, which represents a certain com- 
promise between these two positions. 


Strategy 


What is most important to know about Yaviinskiy’s pro- 
gram ts that it exists not so much instead of as in addition to 
the program of post-check privatization of Anatoliy Chu- 
bays. 


At the initial stage of elaboration of the draft of Yavlinskiy’s 
program it became clear that the law on post-check privati- 
zation appears rather decent as a legislative base. True, ti 
lacks the two contradictions present in the approaches to 
privatization of Yavlinskiy and Chubays. 


First of all there is no free distribution of state property. 
Secondly, no mandatory assignments are envisioned for the 
sale of state property (so-called privatization plans- 
schedules). 


The EPitsentr program takes over where Anatoliy Chubays’ 
concept ends: What if an enterprise does not appeal to 
anyone and no one buys it (and that is the way circum- 
Stances will develop with many producers, which is not a 
secret)? In general, together with the procedure in accor- 
dance with the GKI concept, privatization in accord with 
Yavlinskiy’s Moscow program consists of the possibility of 
having three stages in the reorganization of enterpnses (any 
one of which may end with privatization) as well as a second 
level—a bloc of “attendant” solutions, without which the 
economic results from the implementation of Yavlinskiy's 
program will be the same as with Chubays—that is, there 
will be none. 


Three stages 


1. In the view of Gngoriy Yavlinskiy’s analysts, in them- 
selves the investment auctions (through which, in accor- 
dance with the GKI concept, enterprises are to be sold) are 
not a poor idea (with the exception of the starting price, 
about which we will talk later). But in order for an enterprise 
to become suitable for an outside investor, someone must 
bring it up to proper standards. 
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2. It was specifically for that purpose that the institution of 
a contract manager was conceived. He will assume respon 
sibihty for completion of a certain business plan That post 
must be occupied by the current director by virtue of hes 
knowledge and expernence 


We are not talking about holding competrtions for that post 
(the idea of a competition occurred as a result of contusion 
over the drafts). Inasmuch as administrative contro! over 
the director is unproductive. the contract, whicn wil! be 
concluded with the manager. shail stipulate the operational! 
parameters of the enterprise that will have to be attained by 
the director. These parameters comprise the business plan 
for the fulfillment of which the director bears absolute 
responsibility. The business plan ts concluded for a certain 
term, after which the enterpnse may be included in invest- 
ment auctions—or the manager's contract may be extended 


However, both before and after expiration of the contract 
the manager may be replaced using the following procedure 


3. Bankruptcy. In essence hankruptcy means the appornt. 
ment of a new manager (let us recall that the firs) manager 
would be the “old” director). The contract with the manager 
is concluded on the basis of the same system, and the entire 
procedure lasts as long as necessary, with delay for an 
effective manager to be found or as a result of investment 
auctions, the problem of the state concerning effective 
management of the enterprise will not become the problem 
of a new owner 


Bloc of “Attendant” Tasks 


The second bloc in Yaviinskiy’s group 's considered to be 
extremely important-—even though the GKI concept does 
not contain a single word about the measures specifically 
prescnbed there. Because (by contrast with procedure) « 
program of privatization makes no sense without certain 
reforms at the microlevel. Because the economy of the 
monopolistic “market socialism” without transformations 
of that nature stil! cannot function in any effective man- 
ner—Anatoliy Chubays merely completed Kosygin’s reform 
in the granting of fuli economic independence to enterprises 
with his own distnbution scheme, it 1s true, without preser- 
vation of party control ‘and this ts the principal difference 
with the model of Broz [ito). 


In that manner the second bloc of questions regarding the 
creation of a competitive medium ¢s formed out of five 
problems whose resolution is mandziory. in accordance 
with the EPlItsentr concept. 


1. Open access to the market. Registration by mai! instead 
of the authorization system 1s a prerequis'te element of the 
entrepreneurial system, which is a powerful catalyst in the 
development of small business. The expenence in Nizhniy 
Novgorod speaks of the success of such an undertaking— 
1,500 enterprises were opened there in that manner 


2. Start of demonopolization. The antimonopoly organs 
finally must begin working in a serious manner. That 1s one 
of the accents made in the second stage. It 1s impossible to 
struggle against monopolies only by destroying them— 
normal administrative mechanisms must be at work 
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3. Free trade. Under conditions created by the establish- 
ment of control over the flow of goods, the guarantee of the 
right to practice free trade consists of better support for 
small business (which cannot be an excuse for refusing easy 
credit). In this case we are speaking of reserving zones of the 
market type. protected by militia, where anyone could go 
and sell something—the existence of such “free trade” 
points should do away with monopolistic efforts. 


4. Housing market. As long as there is no housing market 
(residential, not office space) there will be no real labor 
market either. Today maintenance of a standard two-room 
apartment costs R50,000 a month, and taking into account 
major overhaul, a Moscow resident must set aside R 1 50,000 
monthly in addition to the apartment rent. Rent for an 
apartment of that size comes to R6,000. It is understandable 
that under such conditions a housing market cannot func- 
tion—in the first stage it is necessary to try establishing rent 
that is closer to reality, and for that purpose it is necessary 
to add subsidies to the incomes of citizens which are now 
used directly to cover excessive expenditures by consumer 
services. 


5. Struggle with crimes against private property. That could 
be the most serious problem. The formation of something 
like the OBKhSS [Department for Combating the Embez- 
zlement of Socialist Property and Speculation] with the 
appropriate status and operating conditions is being pro- 


posed. 


By the way, the package of Yavlinskiy-lvanenko measures, 
involving explosive reforms in privatization of housing (as 
of everything else), is not being considered. The entire 
program, however, is designed to cover a period of 10 to 15 
years, and at the given stage, in the opinion of its elabora- 
tors, it is necessary if nothing else “to collect the informa- 
tion.” 


Moscow Differences 


Those differences in privatization Moscow-style. which 
were opposed by Anatoliy Chubays., the adoption of which 1s 
required in the form of enforceable enactments at the 
federal level, are cited below. 


1. Starting price. It is hoped to pass a federal law in 
accordance with which the starting price for Moscow prop- 
erty will be set with consideration of the last reevaluation 
(which increased the price by a factor of 30), whereas 
according to Chubays privatization takes place only with 
consideration of the 20-fold indexation of 1992. This means 
that the price must be greater than the initial one by a factor 
of 600, or by 600,000 percent. 


Moscow property must not be low-cost because here low 
prices on real property as well as too low a starting price will 
lead to increased fraud and promote corruption. 


2. Real property. In Yavlinskiy’s group and the Moscow 
mayor's office they are convinced that it is possible to sell 
land in Moscow, but in a way so as not to have to regret that 
later. A popular example—the Japanese, whom the Amer- 
ican occupation authorities forced at one time to introduce 
private ownership of land and where now all of the urban 


RUSSIA 9 


population is experiencing great difficulties-—no wonder 
Tokyo 1s the most expensive city, and all because of land. 
After all, in Moscow 11 1s not just the land that costs fabulous 
amounts of money with clear prospects of further increases, 
there are also many military facilities, underground com- 
munications lines, plants, an underground city. This 
problem is only aggravated by the absence of an appropriate 
legal base. 


The program of Anatoliy Chubays also permits the buy-out 
of buildings for two annual lease payments (three for sepa- 
rately standing buildings). Without any explanation, 1t 1s 
Clear that this is not a variant for Moscow. 


3. Contract with the manager. A distinction of both Moscow 
and of all Russia. Thus far only transfer under trusteeship 
management is possible (in accordance with the presidential 
edict). This. however, is clearly insufficient for successful 
realization of the program. 


The strategy and tactics of the program and the documents 
which must be adopted 1. order for it to start working are 
contained in two documents prepared by EPItsentr, which 
are: “Explanatory note to the package of documents”: (first 
variant, description of the strategy and the examination of 
some individual questions) and “Proposals on the package 
of legislative acts on privatization m Moscow (concept of 
documents necessary for the realization of the privatization 
policy after 1 July 1994)” (drafts of documents being 
introduced in the program). 


Beside the Yavlinskiy-Ilvanenko program there are 
numerous other documents on the same theme in the offices 
of the Moscow Government—by Moskomimushchestvo 
and Konstantin Buraviev. The Moscow Government, how- 
ever adopted Yavlinskiy’s document on 20 September. 


Implementation 


In an interview with NEZAVISIMAYA GAZETA Grigoriy 
Yavlinskiy declared that with regard to implementation the 
program has some great merit. That ts, the process of 
privatization in Moscow 1s too complex and requires too 
much effort in order to proceed at an accelerated tempo. But 
even with a general lack of clarity in the political situation, 
the entire complex of measures may be realized in full. The 
point is that the draft measures of Yavlinskiy-Ilvanenko 
have a social tilt “inasmuch as they presuppose ‘no deteri- 
oration’ in conditions along the chain of work place— 
income—housing—real property.” Yavlinskiy contends. In 
his opinion this program can be realized even under condi- 
tions of a major “shift to the left” in the political climate. 


With regard to reports of a political union, it was possible to 
learn that the elaborations do not conceal Yavlinskiy’s 
desire to collaborate with all regional leaders who are 
politically not afraid to conduct regional reforms together 
with him—in other words, those who do not fear Yeltsin. 


The question regarding a Yavlinskiy-Luzhkov union 
appears to remain open. A certain personal attraction, 
however, exists and is being demonstrated, while Yabloko 
deputies hint at the existence of a serious political potential 
without, however. giving the journalists anything concrete. 
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No one can predict the political conditions that will exist 
tomorrow. In order, however, for the day after tomorrow to 
be better, some reforms have to be carried out under any 
political conditions. 


Mafia Financial Dealings in West Examined 
9S4KO0088A Moscow LITERATURNAYA GAZETA 
in Russian No 40, 5 Oct 94 p 13 


{Article by Vladimir Ivanidze: “Who Is Laundering 
‘Dirty’ Money and How—and What Mr. Zhirinovskiy 
Knows About This "Washing Machine’’] 


[FBIS Translated Text] For the first time, we can name the 
accounts in which the Russian mafia's money is stashed in 
the West: 


The Credit Lyonnais bank (Paris) 00007325080—half a 
million dollars. 


The Polska Kasa Opieki bank (Paris) 1197563—$2 million. 


The Amro Bank (Chiasso, Switzerland) 255190— 
$17,760,874.00 and so on.... 


Do vou remember the furor that was raised ahout the CPSU's 
money? A well-known American firm that handles private 
investigations, Kroll and Associates, at the request of the 
Russian Government (and, of course, for enormous fees), 
looked and was never able to find it. And the furor gradually 
died down.... 


But it sometimes seems to me that both the furor and the 
promises to find this money were just a smoke screen so that 
other criminal money would be forever hidden in the Western 
hanks’ safes. 


Today we present our investigation of how, when, and with 
whose help the money of the mafia, our lion, which ts 
subjugating the world more and more, has turned up in the 
West 


But the discussion is not just about the amounts stashed 
there. 


It is about how politics and crime have become intertwined, 
and not only how our criminal firms are laundering money in 
the West, but also how similar Western firms are laundering 
money in Russia. 


With this article, LITERATURNAYA GAZETA’s Investiga- 
tions Department opens a series of materials on where 
millions and millions of dollars from our country are disap- 
pearing to. 


During this investigation, we were assisted by our colleagues 
from the French weekly, LE VENMON DU JEUDI /as 
transliterated], whom we sincerely thank (a similar investi- 
gation by them will be published next week). | am certain that 
the experience of ‘int collaboration (and our current part- 
ners are the German weekly FOKUs, the American weekly 
U.S. NEWS AND WORLD REPORT, and Swedish televi- 
sion) will help us establish the truth. 


[Signed] Yuriy Shchekochikhin, editor of LITERATUR- 
NAYA GAZETA’s Investigations Departmen! 
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“You have lost your mind. Why did you get involved in with 
this investigation?! You really do not understand that these 
people are capable of anything..." He nervously looked 
around the vast, empty office, then shifted his gaze to me 
and said: “Listen, | am only a consultant in this matter.” 
The investigator, with a reputation as an honest person and 
the experience of a 30-year struggle against economic 
crimes, did not say a single phrase into my recorder and 
refused point-blank to give his name. The matter we were 
discussing with him already involved at least two corpses 
and billions of stolen rubles stashed in the form of millions 
of dollars in bank accounts in France, Switzerland, and 
Cyprus. Perhaps for the first time, it is possible to tell for 
certain who has been found in possession of millions of 
dollars of the Russian mafia, where they were found and, the 
main thing. how they were found. 


Three years ago, a totally unknown 23-year old, Kolya 
Kostyuchkov, nicknamed Computer, became the president 
of the foreign economic association ABI. He organized a 
sensational presentation, hired a chorus, and even per- 
suaded the Russian Academy of Sciences to become one of 
the founders of the association. 


Now Kolya is sitting in an interrogation room awaiting a 
trial in which he will appear as the main defendant in 
Criminal Case No. 112806 in connection with the “embez- 
zlement of state funds in especially large amounts by using 
forged letters of credit.” Around R4 billion. 


He was arrested on 6 March 1993 at Sheremetyevo-2, when 
the poor guy tried to fly inconspicuously to Switzerland. The 
first time, he fled to this country back in August of 1992, but 
he later returned illegally to Russia. 


A team of detectives from the Russian MVD's [Ministry of 
Internal Affairs} Organized Crime Administration and 
Investigation Committee accumulated 115 volumes with 
materials on this criminal case. 


Of course, the degree of guilt of each person involved with 
the Russian mafia’s money is something only the court can 
establish. But the documents from the already completed 
investigation make it possible to draw a picture of the 
operation. 


Hundreds of people have been questioned, including per- 
sons very well known in Russia, and several of Kostyukov's 
accomplices have been arrested. Rutskoy, Zhirinovskty, 
Yudashkin, Malinin, and many other “stars” gave testi- 
mony on this matter. The majority of them, except, perhaps, 
Rutskoy, freely talked about millions of rubles that they 
received as gifts. 


All this testimony was very interesting, but it did little to 
clear up the picture of the crime. And several months ago, 
when the tracks of the stolen billions abruptly ended at 
Russia's borders, an international investigation request was 
sent via Interpol channels to France, the United States, and 
Switzerland. 


The French and Americans have said nothing so far. And 
the Swiss have merely sent the murder information; and 
$2.5 million (of Russian origin) have been found in the 
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Swiss city of Chiasso—in ABN Amro Bank. And Account 
No. 253408/002, into which these funds were deposited, 
belongs to the interrogation room's prisoner, Nikolay 
Kostyuchkov. Since the day of the opening of the account 
for the “new Russian,” US $17,760,874.00 have passed 
through it. 


How To Steal a Billion 
Let us begin with a reconstruction of the events. 


At the beginning of spring of 1992, Kostyuchkov called his 
authorized representative and informed him that the execu- 
tion of a large financial transaction was being planned. He 
did not explain any of the details, but he said that it was 
necessary to create a new enterprise for the transaction. The 
representative filled out all the documents and registered 
the enterprise. Thus, the dummy limited partnership 
Pasyans was born. 


According to the founding documents, Kostyuchkov had no 
connection to this firm, but he solved all the problems 
involving the opening of accounts and the depositing of money 
into them. Three other “washing machines” for stolen money 
had already entered the Russian market economy by that 
time—Arakhis, Rameks, and Retro-servis. 


Kostyuchkov'’s hired founders were just supposed to sign 
papers and perform routine assignments. In other words, to 
“act as figureheads” in the matters of their own firms. But 
Kostyuchkov had all the power. 


Then in May, Kostyuchkov traveled to the suburbs of 
Moscow and asked the manager of the Ramenskoye food 
combine to introduce him to the manager of the local branch 
of Unikombank, Oleg Smirnov. After some time, Kolya had 
given the banker to understand that a new cooperative was 
just about to begin operating, in which there would be new, 
energetic people, and that it was necessary just to help them 
a little. 


Arguing with Kostyuchkov was complicated. The vice pres- 
ident in his association was one of the Sokolov brothers. 
who headed up the “sokolyaty” group which had caused a 
sensation at one time. Strictly speaking, the brothers also 
held the ABI association on a short lead. This ts why the 
banker, a shrewd person, said: “No problem, | will pul! 
strings for you now.” And he did. 


On the following day, Kostyuchkov brought the banker 
three forged letters of credit and instantly “passed” them 
through Unikombank, and more than R3 billion fell from 
heaven on the Arakhis cooperative. Right after this, the 
money begins to scatter. Seven million are immediately 
withdrawn in cash “for purchasing agricultural products” 
and guards from the Sokolov brothers’ group carry the bags 
with the money into Kostyuchkov’s office. But to obtain 
cash in rubles is not the main thing. The main thing is 
dollars. 


Therefore, the rubles begin to be transferred on the basis of 
phony contracts through a chain of dummy enterprises. 
Thus, 2 billion, in passing through the “silent” firm Retro- 
servis, turned up in the accounts of the First Commodity 
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Agency of the Southern Ural Brokerage Office (YuUBR). 
Through this commodity agency, which was a member of 
the ABI Foreign Economic Association, enormous sums 
were sent to the West, while the head of the agency, Andrey 
Galyamov, was later shot in the doorway of his own home. 


But before this occurred, Kostyuchkov got the opportunity 
to convert the stolen rubles into clean dollars. Acting as the 
representative of TOO [limited partnership] Pasyans, in 
May of 1992, Kostyuchkov made a deal with the owner of a 
Belgium firm, Rose International, a former Soviet citizen, 
currently an Israeli citizen, Boris Kuzinets. 


First of all, they signed a very serious type of contract with a 
cost of R360 million. The plan was this: AO [Joint-Stock 
Company] Moskovit (Yosif Kobzon, president) would commit 
to the delivery of 10,000 metric tons (!) of diesel fuel to 
Lithuania, to joint venture [SP] Isam Enterprises. The con- 
tract was drawn up in such a way that it was not Isam, but 
rather that same Kuzinets, as a founder of this SP, who would 
pay for the delivery of the fuel to Lithuania. But Kuzinets 
would issue a currency credit not to Moskovit, but rather to 
Pasyans. In turn, Pasyans and Yul) BK would pay Moskovit 
the ruble equivalent for the fuel. Of course, both the currency 
and ruble prepayments would be 100 percent. 


And ‘his is how the money moved around. From 17 through 
19 Jane, the YuUBK’s First Commodity Agency and 
Pasva. 5 each transferred 180 million to Moskovit. At the 
same time, Rose International transfers to Switzerland, 
through a Belgian bank, General Bank, $2,482,760. After 
this, as the chairman of the board of directors of AO 
Moskovit. Aleksandr Gliklad, asserted during questioning. 
the diesel fuel was sent to Lithuania, while Kuzinets, on 
Kostvuchkov's instructions, transfers his own hard-earned 
dollars to the Swiss bank, firmly believing that he was 
settling precisely with Pasyans for its ruble-priced service. 


The “Hot Air” of Russian Business 


In this intrigue, Kuzinets and Moskovit appear to be vic- 
timized parties. In actual fact, Kostyuchkov's dummy firms 
settled with Moskovit for the fuel using stolen money. And, 
a year later. the investigative organs seized them. It turns 
out that Kostyuchkov had deceived everyone. Even in the 
materials on the investigation of the obligations of Moskovit 
for the contract, it stated briefly—the fuel was delivered. It 
turned out, however, that no one had sent the fuel. | made 
inquiries in Lithuania. Among the people who control the 
oil business in this republic, no one had heard of SP Isam 
Enterprises or its manager, one Yushinskas. At the least, this 
is Strange. Shipping 10,000 metric tons of diesel fuel would 
require no fewer than 170 tank cars—severai trains’ worth. 
In small Lithuania, such a gigantic volume simply could not 
remain unnoticed. 


In due course, Aleksandr Ghliklad, giving testimony on 
Kostyuchkov’'s case, stated to the investigators that, in the 
spring of 1992, he himself offered Kuzinets 10,000 metric 
tons of diesel fuel. The latter agreed 2nd introduced to 
Gliklad his Lithuanian partner, Yushinskas, as the future 
recipient of the fuel. Gliklad told the investigators that he 
discussed the contract with Yushinskas in front of Kuzinets. 
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But now you can imagine my surprise when Gliklad, in 
responding to my question about Isam Enterprises. said 
confidently that he had never heard of this firm, that he does 
not know Yushinskas, and that he did not sign a fuel 
contract with him. “And, in general, we have never made 
deliveries of fuel to Lithuania,” Gliklad declared. 


I] went to the Investigation Committee with a single ques- 
tion: has the fact of Moskovit's delivery of fuel to Lithuania 
been verified? 


“Yes, we know that this diesel fuel is nothing but ‘hot air" 
But we do not have the time to check everything,” the 
investigator grieved sincerely. “In our business, there is 
almost not a single commercial structure where everything 
would be clean. We have found a very large number of 
criminal cases. Either taxes have not been paid or money is 
being ‘laundered’ or money is being stolen using forged letters 
of credit. Everyone is doing this. But there are also other 
kinds of problems. Thus, we sent an official inquiry to 
Lithuania with respect to Isam Enterprises and, some time 
later, we get a call from some Moscow businessman. Come to 
my place, he says, there is a package here for you from 
Lithuania. But do you know what is in this package? A letter 
from some police official who explains that Yushinskas 
promised to go to Moscow himself and to give testimony. And 
no other information. Of course, we have not even seen 
Yushinskas....” 


Thus, there was no fuel, and the rubles have been seized, but 
then where did the millions of dollars come from? And now we 
come to a very interesting theme. Judging by all appearances, 
for the last few years, Russian businessmen have been 
specializing not only in the primitive theft of money, but also 
in the laundering of the “dirty” dollars of the international 
mafia. 


In Russia, where illegal incomes and corruption is a way of 
life for many people, it is possible to “launder” any type of 
money. It is very likely that the contract we have been 
talking about was concluded precisely for this purpose. It is 
no accident that the Swiss procurator’s office has begun its 
own investigation of “money-laundering.” 


In that same 1992, I met with a representative of one very 
strange American, who needed to quickly “roll over” 4 
million “dirty” dollars using Russian contracts. For quite 
understandable reasons, the American immediately lost 
interest in me, but, as far as I know, he did find partners in 
Russia. 


If my assumption is correct, then Kuzinets’ “forgetfulness” 
is understandable. According to his testimony, he personally 
signed the agreement with Pasyans, but under what circum- 
stances this occurred and on whose initiative—he does not 
remember! Somehow, Mr. Kuzinets parts with his millions 
far too easily. 


He does not even remember the person who gave him the 
logos for the Sharko Corporation in the Swiss bank, to which 
Kuzinets also transferred $2.5 million, allegedly for Pasy- 
ans. Meanwhile. this person, as is clear from the criminal 
case, was none other than Nikolay Kostyuchkov. 
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In examining Kotyuchkov's papers after a search of the 
premises of ABI, the investigators found a strange diagram, 
drawn, in the opinion of handwriting experts, in 
Kostyuchkov's own hand. Marked on the diagram were the 
dummy enterprises already known to us and the banks 
through which payments were made and, between them, 
arrows showing the entire game involving the movement of 
the embezzled money. Boldly written on the diagram in 
Kostyuchkov's handwriting—“Sharko Corp.” [name in 
English in original]. (Sharko Corporation—V. Ivanidze). 


It follows from the documents sent by the Swiss procurator’s 
office that, on 23 July 1992, the manager of a firm, the 
Ramayya Corporation, registered in Switzerland, one 
Giuseppe Rossineli, had opened Account No. 253408/002 in 
ABN Amro Bank (Chiasso, Switzerland). He had opened it in 
the name of the president of the American firm, Sharko 
Corporation, Giuseppe Rossineli, i.e., in his own name and 
that of the firm's co-owner—Nikolay Kostyuchkov. 
According to the power of attorney that Rossineli submitted 
to the Swiss bank, Kostyuchkov received all the rights to the 
money sitting in this account! 


This is the account into which the $2,482,760 dollars went 
But another approximately 17 million “strange” dollars 
passed through Kostyuchkov’s account, which were then 
placed into commercial circulation. 


On Il June, the deceased Galyamov's First Commodity 
Agency concluded a fictitious agreement with its own 
dummy Chelyabinsk firm, Stotk, for the purchase of con- 
sumer goods. Several days later. Stoik received from 
Galyamov 300 million “‘letter-of-credit” rubles, instantly 
purchasing for them in the International Moscow Bank 
(MMB) $2,030,000. Another several days later, MMB trans- 
fers the dollars to Cologne, to a German firm, Margareta 
Guethoff Wegen Viktor. based on its contract with Stok, 
the text of which has not even been found. And so, in July 
already, the German firm is transferring this money to 
Switzerland. Can you guess to whom? To Kostyuchkov’'s 
firm—the Sharko Corporation. 


Another $1 million arrived in Switzerland through this same 
Pasyans, which had concluded a contract for the purchasing 
of currency with an American company, Trading Unlim- 
ited, Inc. This contract also was not found by the investiga- 
tion but, in accordance with it, the purchased dollars were 
supposed to remain in an account of the American company 
in a bank, Leumi Bank (USA). The transaction was carried 
out through the MMB and Delovaya Rossiya banks. At the 
last moment, Pasyans informed the American company that 
it was breaking the contract with it and requested the 
transfer of $956,000 to Switzerland, to the firm account of 
the Sharko Corporation. The circle was complete. 


So Who Was Pulling the Strings? 


In Kostyuchkov’s diagram for the transferring of the “‘letter- 
of-credit” rubles abroad, which | have already mentioned 
above, there is one very interesting detail. At the place that 
shows the movement of the “dirty” money from the firm 
Russkaya Amerika to the Ramayya Corporation, a small 
circle has been drawn between these two points. And right 
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next to the circle, Kostyuchkov had written: “1.5 million— 
Me.” But then, to whom do the remaining millions of 
dollars belong? 


So far, Kostyuchkov has refused to give any testimony in the 
interrogations. According to the investigators, his lawyers 
are building a defense for their client on the fact that he has 
no connection whatsoever to the firms of Pasyans and 
YuUBK, as well as to the other dummy enterprises and, 
thus, to the forged letters of credit as well. That he did not 
sign a single one of these contracts. 


Galyamov's “unexpected” death was an all too obvious 
example for the remaining witnesses. This situation con- 
tinued while Sokolov, the vice president of ABI, was alive. He 
was the one who ensured the silence of the witnesses and 
Kostyuchkov. 


The investigators managed te question Sokolov when he was 
in jail for several months on charges of racketeering and 
kidnapping. He did not make any official admissions; how- 
ever, during “candid” conversations with the investigators, he 
said that his people brought enormous sums of cash rubles to 
the office of a well-known figure, nicknamed Papa, Akop 
Yuzbashev, whom he considered the organizer of the entire 
shady transaction. But, so far, the only indirect evidence of 
Papa's participation in the shady transaction is a Jeep 
Cherokee that was seized from Yuzbashev. This vehicle had 
been presented to him by Kostyuchkov. 


However, at the time Sokolov was recounting all this, he and 
his brother were accused of the kidnapping of the daughter of 
Yuzbashev, against whom the brothers had started a real war 
because of a redivision of property. Formally, their statements 
had not been recorded anywhere, but, five months later, the 
brothers were released from jail on bail in the amount of R3 
million. 


Judging by what I managed to find out in the Investigation 
Committee, Sokolov had said a lot in the “candid” talks. Too 
much to remain alive. In the summer of 1994, he was shot 
through the liver and died two days later. 


The war between the “sokolyaty” and Yuzbashev, who con- 
sidered them agents of the MVD, was accompanied not only 
by shots, but also by newspaper articles. 


But the person who was most likely pulling the strings 
throughout this entire incident involving the forged letters 
of credit managed to get out of the fire unnoticed and to 
disappear in Paris. This person, the investigators believe, is 
Sergey Gorshkov, Sergo. 


The French Connection 


The investigators, still making uncertain attempts to return 
Gorshkov to the bosom of incorruptible Russian justice, are 
assuming that this person is totally unlike the ordinary 
swindler. He has never been in jail and has never, judging by 
all appearances, repaid his multi-million credit debts. 


It is necessary to have enormous resourcefulness in order to 
escape for years from being hit by a bullet from a hired killer 
sent by infuriated creditors. Back in 1990, Gorshkov took 
and did not repay credits in the amount of R5 million. Then 
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this was a safe state. The simple-minded Russian “busi- 
ness,” or what we call the Russian mafia, does not forgive 
this sort of thing. 


Within the walls of the MVD, I was told (just as a conjec- 
ture) that Sergey Gorshkov may be associated with the 
Russian special services. Two different people from dif- 
ferent MVD administrations, who are engaged only in this 
investigation, expressed these suspicions, without agreeing 
with them. 


Frankly speaking, at first, | accepted these suspicions as an 
attempt by the investigative organs to justify their own 
impotence. But a careful check produced unexpected results 
which, as the saying goes, “make one wonder.” 


In 1991, Gorshkov's foreign economic association, Sovart, 
ceased to exist and, in its place, there appeared 
Kostyuchkov'’s foreign economic association, ABI. 
Kostyuchkov opened his office in the very same premises 
where SP Finart, which belonged to Gorshkov, had previ- 
ously been located. 


According to the deceased Sokolov's testimony, in the spring 
of 1992, a meeting took place in Moscow of the godfathers, as 
he had maintained, of the financial “transaction”: Sergey 
Gorshkov, Akop Yuzbashev, and David Schuster. 
Kostyuchkov paid for a very expensive room for this meeting 
in the Hotel Danilovskiy Monastyr. 


The Russian MVD gave Schuster to the Americans, and they 
sent him to jail for 500 years. Akop Yuzbashev was forced to 
flee the country after the attack on his “empire.” Nikolay 
Kostyuchkov is behind bars and awaiting trial. It is only 
Gorshkov who is prospering in Paris. 


Gorshkov had a joint venture in Chechnya. And depicted on 
three of the four letters of credit, on the basis of which 
billions of rubles were obtained, were the logos of Groznyy’s 
Bank for Social Development. But it has been firmly estab- 
lished that the clean blanks for the letters of credit from the 
Centra! Bank went first to the Commercial Bank of Chech- 
nya. 


This bank’s head bookkeeper recently travelled to Moscow, 
and she was questioned. In the investigators’ opinion, she 1s 
the one from whom Gorshkov obtained the clean blanks, on 
which he depicted the Chechen logos. Kostyuchkov was just 
supposed to “test” them. Which he did. 


On | June 1992, a small state enterprise, Erka, concluded 
two fictitious contracts for the purchase of computers from 
a German firm, Servicom. The next day, Erka’s manager, 
Viadimir Popov, signed two agreements with a Russian 
firm, Konversiya, for the delivery to it of computers from 
Germany. In a supplement to these agreements, it was stated 
that R350,042,000.28 would be paid for the goods by 
Arakhis, which ts already known to us. 


On 3 June, Arakhis obtained this money on the basis of a 
forged letter of credit and, on that same day, transferred it to 
Erka’s account in the Neftekhimbank. For payment of the 
computer contracts. But at this time, Servicom refused to 
execute the contracts. Nevertheless, Erka submitted a 
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request to Neftekhimbank for the conversion of the rubles 
into dollars. A classic scheme. 


The dead contracts, like zombies, continued to operate. 
Neftekhimbank sent a telex to New York, to the local 
branch of the French bank, Credit Lyonnais, with instruc- 
tions to transfer the purchased dollars to Paris on the basis 
of the nonexistent contracts. 


After this, $2 million were transferred to the account of 
Pirin Film in Paris. Gorshkov is one of the co-owners of this 
company, and depicted on his business cards are the logos of 
this same Pirin Film. Millions of Russian citizens simply 
cannot imagine how well they are ecquainted with the 
activities of this company in Russia. But I will tell about this 
further on. 


Half a million dollars were transferred to Paris to the 
personal account of Marina Gorshkova, the former wife of 
Sergey Gorshkov. And another half million dollars 
remained in New York, but they went from Credit Lyonnais 
to Citibank. Incidentally, in this same bank, in September, 
another $32,500 were found. This small change had been 
deposited in the name of Vladimir Popov as an honorarium 
for the success of the intrigue. 


As for Marina Gorshkova’s money, at first I thought that her 
former spouse had given her a gift in this, be it somewhat 
“unusual,” fashion. You can imagine my disappointment 
when it was ascertained through a special directorate of the 
French Ministry of Finance, Trakfin [financial tracking], 
that the half million dollars from Marina’s account in Credit 
Lyonnais had been sent to Sergey Gorshkov’s account in the 
Barclays bank. To put it briefly, no romance. 


Incidentally, according to the Trakfin’s representatives, for 
a year and a half now this “bum” has been laundering 
money in France from Russia, the former USSR republics, 
and the countries of Eastern Europe. Previously, this was 
done by “dealers” from South America. Now, Trakfin is 
recording the unexpected deposits in French banks of $20, 
$30, and even $40 million into the accounts of citizens from 
the former “East Bloc.” And this is frequently being done 
very crudely. Gorshkov came out unscathed even when, in 
March of this year, a unit of the French MVD’s Anti-Gang 
Squad rounded up his “team” of racketeers in the center of 
Paris. During this, one fled, while another got involved in a 
shoot-out with the round-up group. Gorshkov was also 
arrested along with others on suspicion of racketeering. But 
five days later, he was released, since there was no hard 
evidence against him. Arrested among the others was 
Vladimir Antonenko, the 24-year-old brother of Gorshkov’s 
wife, Marina. As strange as it seems, Antonenko showed a 
Belgian passport to the French police. 


In connection with this story, I managed to find out that not 
only the police, but French counterintelligence, have long 
been interested in Gorshkov. It is interesting that a former 
Soviet citizen, currently a Swedish subject, Aleksey Pank- 
ratov, who, in fact, had become a victim of racketeering, 
turned not to the police, but rather to the DST (Directorate 
for the Security of the Territory of France). Apparently, he 
had reasons for doing this. 
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Gorshkov + Dinev + Viadimir Volfovich = 


The French special services’ intent interest in Gorshkov has 
been caused not only by the personality of Gorshkov him- 
self, but also by the fact that his partner in Pirin Film ts a 
Bulgarian, Dinye Dinev, who is well known to French 
counterintelligence. 


He was born in 1940 in Sofia, but has been living in Paris for 
many years now. The last time, Dinev was tried in 1984 for 
ordinary larceny and he was given five years in jail. But in 
order to understand the French special services’ interest in 
Dinev and Gorshkov, it is necessary to turn to the past, 
during the time of the “Cold War.” 


On 16 September 1978, Bulgarian dissident Georgiy Markov 
was Standing in a crowd at a bus stop. When the bus came, he 
started to move toward the doors. In the general commotion, 
a heavy-set man jabbed him with an umbrella and, several 
days later, Markov died from common blood poisoning. After 
him, also under strange circumstances, another Bulgarian 
died— Vladimir Simeonov, who, just like Markov, worked at 
the BBC. 


And so began the affair the journalists christened “The 
Bulgarian Umbrellas.” Another Bulgarian, Vladimir Kostov, 
living in Paris, recalled how they had already tried to kill him. 
Kostov was serving in Bulgarian intelligence and fled to the 
West. He stayed alive only because the surgeons managed to 
extract a strange small sphere from a small wound in his 
back. It was an ampoule containing a poison that would cause 
common blood poisoning. 


Soviet KGB General Oleg Kalugin had a most indirect 
connection to this story. He is the one who received an order 
to head up the Soviet part of the operation to murder the 
Bulgarian dissidents. After the Bulgarian comrades turned to 
the KGB with a request for assistance in eliminating several 
people in Western Europe, Kryuchkov gave Kalugin the 
assignment of preparing everything that was needed. 


A poison was developed in a special laboratory, and ampoules 
filled with it were placed in the tips of umbrellas. Kalugin’s 
people taught the Bulgarians how to use this clownish 
weapon. And then the murders started. 


Dinye Dinev had been arrested and put behind bars pre- 
cisely in connection with the case of “The Bulgarian 
Umbrellas,” back before his five-year “term” for stealing. 
Dinev then spent two years in jail, but whether he had a 
direct connection to the murders of the Bulgarian dissidents 
or played a secondary role in this story remains unclear. He 
was accused of espionage, but in the end, he was sentenced 
for financial intrigues. In our story, Dinev's role seems 
much more clear-cut. 


In March of 1994, in connection with the “letters-of-credit” 
case, LDPR [Liberal Democratic Party of Russia] leader 
Vladimir Zhirinovskiy was questioned in the Investigation 
Committee. They questioned him as a witness, although 
Gorshkov and his partner, Dinev. had used their ties with 
Zhirinovskiy to “launder” $2.5 million. 
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In the summer of 1992, Gorshkov, using a forged letter of 
credit, passed R550 million through the Udmurtian firms 
GIMIS and Universal Servis, which financed Zhirinovskiy’s 
party. Gorshkov gave 50 million to the Zhirinovskiites, 
while the rest of the money was sent to Murmansk under the 
guise of financial assistance to the Sevmorkholodflot. 


The role of the source of funds was played by that same 
Arakhis of Kolya Kostyuchkov. All this “financial assis- 
tance,’ which was given in Murmansk, dissolved in small, 
shady transactions. But, for Gorshkov, this was not the 
main thing. He needed the contract with Sevmorkholodflot 
in order to launder the $2.5 million that the American 
businessman Lev Leonard had offered as a “guarantee” for 
the deal. 


Leonard, who is still being sought, transferred the $2.5 
million under the contract with Sevmorkholodflot from 
New York to Sofia. The money was placed in the Bulgaria 
Bank into the account of a firm that allegedly has business 
ties with Sevmorkholodflot. It was very difficult, but I 
managed to find out the name of this firm: Pirin Film. In 
Murmansk, of course, no one had even seen this money. 


If Zhirinovskiy’s testimony is to be believed, he and Gor- 
shkov had gotten acquainted with each other just in June of 
1992 in Moscow. The meeting occurred in the Krutoyar 
restaurant. Gorshkov entertained the “liberal democrat” 
and his businessmen and took a keen interest in the party’s 
affairs. During the interrogation, Zhirinovskiy acknowl- 
edged that Gorshkov had expressed sympathy for the LDPR 
and gave financial assistance to the party. 


Several months after the banquet in Krutoyar, Zhirinovskiy 
traveled to Paris. This time, Gorshkov was not alone. In 
addition to him, Dinev also met Zhirinovskiy. 


When the investigators asked Zhirinovsk'y why he took 
“dirty” money, he answered that such assistance is not 
recorded on paper in the LDPR. In any event, in Zhiri- 
novskiy’s opinion, there is nothing bad in this. “They give 
and I take,” Vladimir Volfovich declared. Although he 
disowned the intrigue involving the forged letter of credit. 


But I have saved a special surprise for radio listeners. The 
fact is that Dinye Dinev, as an official representative of 
French intelligence reported, started an independent radio 
station in Russia several years ago.... 


But now—the most terrible thing. 1 must break the heart of 
the average Russian citizen, who raptly watched and 
watches the extremely dull Mexican television serials. He is 
watching them thanks to Pirin Film. This firm is the one 
that handles the renting of “soap operas” and films in 
Russia. Dinye Dinev, who feeds the cinematographic and 
other establishments in restaurants, is known in Russia as 
Jimmy. Dinye-Jimmy also brought Victoria Ruffo (simply 
Maria) to Moscow for publicity shots. It is interesting that, 
in the Paris office of Pirin Film, the staff consists of just two 
people—Dinev and his wife, Monika. On the other hand, all 
of Russia is enraptured because of their activities. 


Good Lord, the places the Russian Mafia hides its money.... 
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Savings Bank Vice-President Interviewed on 
Lowered Interest Rates 


954E0033A Moscow TRUD in Russian | Oct 94 pp 1-2 


[Interview with V. Mitichkin, vice-president of the RF 
Savings Bank, conducted by TRUD correspondent 
Yuriy Ursov: “Why the Savings Bank Is Lowering 
Rates”; place and date not given] 


[FBIS Translated Text] The Council of Directors of the 
Savings Bank of Russia adopted a decision to lower, as of | 
October 1994, the rates of interest on deposits, with the 
exception of demand deposits, in particular, on short-term 
time deposits, from 90 to 60 percent, on long-term time 
deposits, depending on the amount and term of deposit, 
from 80-140 to 50-100 percent, and on time deposits with a 
monthly income payment, from 9 to 6 percent (in the city of 
Moscow and Moscow Oblast, to 7 percent). Why is this 
happening? A TRUD correspondent talks about this with V. 
Mitichkin, vice-president of the RF Savings Bank. 


[Ursov] Vladimir Aleksandrovich, it is difficult to under- 
stand the logic of the Savings Bank. Your competitors from 
other banks are fighting for every client, while you take very 
unpopul... ...casures... 


[Mitichkin] We realize that our depositors can react very 
negatively to the “leaping interest.” However, paradoxical 
as this may sound, these “unpopular” measures are dictated 
precisely by an attempt to protect and guarantee the safety 
of deposits. | will explain. In the last 6 months inflation 
rates have dropped sharply. For example, whereas in 
August-September 1993, according to various evaluations, 
the value of the ruble dropped 20 to 25 percent monthly, in 
May-August of this year, 5 to 10 percent. The discount rate 
of the Central Bank declined from 210 to 130 percent 
respectively. This is the basic guideline for the development 
of the credit and financial policy of all Russian banks. 


Alas, this does not happen in a market economy: The cost of 
food products and goods is rising relatively slowly, while in 
banks we receive the same interest as during hyperinflation. 
This is economically impossible. After all, there is a strict 
relationship between the purchasing power of the ruble and 
inflation. In other words, with our 6 percent of dividends in 
October it is possible to buy approximately as many goods 
and services as with 9 percent in September. 


{[Ursov] However, some financial institutions retain high 
interest rates. 


[Mitichkin] Yes, this is possible if we work according to 1 1e 
principle of an “inverted pyramid,” retaining high interest 
by attracting new depositors. However, how this ends you 
know from the loud scandals connected with MMM, 
“Tibet,” ALD, and so on. We cannot risk depositors’ 
interests, retaining an interest rate unrealistic in such a 
situation. After all, behind the oank there is the state and its 
reputation. Incidentally, some banks criticized us for the 
interest reduction in July. Well, what of that? Not even a 
month had passed when critics were forced to lower their 
rates, obviously, sensing the threat of bankruptcy. More- 
over, our rate, for example, in Moscow is quite high. Five or 
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six stable banks, including quite prominent ones, offering a 
higher interest will hardly be found. 


I would like to note that, despite the decline, as of | July 
1994, in the rates of interest on deposits, the population 
considers the Savings Bank one of the most reliable and, as 
before, trusts it. In July 1994 the funds attracted into 
deposits increased 4.7-fold as compared with the corre- 
sponding period of last year and in August of this year, 
6.4-fold. 


[Ursov] Why a rate reduction to 7 percent was provided for 
Moscow and the oblast, while to 6 percent for the remaining 
regions? 


[Mitichkin] First, in Moscow inflation rates, on the average, 
are slightly higher than throughout the country. Second, the 
Moscow Bank of the Savings Bank of Russia operates in 
quite a resourceful manner, with a large reserve of financial 
strength, carrying out a number of profitable projects. 


[Ursov] This is what is happening: A person brings money, 
expecting a certain interest, but now the bank changes the 
terms of deposit unilaterally. Is this legitimate? 


|Mitichkin] The rules of acceptance of the population’s 
deposits state quite clearly that the Savings Banks can 
change the interest rate unilaterally. Our workers familiarize 
every client with this term. For example, last year, when the 
Savings Bank unilaterally increased the deposit interest 
threefold, there were no conflicts or claims on the part of 
clients. | would also like to note that, simultaneously with 
the reduction of interest on the population’s deposits, we are 
reducing the rates of credit for housing construction and for 
the purchase of goods to 110-120 percent annually. 


[Ursov] And so, the fight against inflation can also have 
such an aspect, which is quite unpleasant... 


[Mitichkin] Subjectively, proceeding from the interests of 
our clients and the bank, obviously, the following conclu- 
sion can be drawn: After all, quite serious problems a!so 
arose for the bank. We expected some indicators, planning 
the development of the infrastructure, construction of new 
premises, and expansion of the spectrum of services for our 
clients... Now these plans must be corrected. 


Objectively, however, this process is positive for the Rus- 
sian economy. Incentives for long-term investments in 
industry and for a stable life without inflationary disrup- 
tions and expectations appear. 


[Ursov] Recently, the rate of the dollar has been rising 
sharply, which arouses serious apprehensions about the 
durability of an effective anti-inflationary policy. 


{Mitichkin] I can say only one thing: The rates of interest on 
deposits are of a realistic nature and can change with due 
regard for the change in the level of inflation and the 
discount rate of the Central Bank of Russia. 


Diamond Company Creates Marketing Research Center 


954E0053A Moscow DELOVOY MIR in Russian 
11 Oct 94 p4 


[Article by Artashes Badalyan, journalist, Moscow: 
“Diamond Winter Promises To Be Hot’’] 
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{[FBIS Translated Text] Specialists know: Marketing in the 
diamond business is a specifically delicate and very sensi- 
tive matter. The well-known closed nature of this field 
(owing to the same specific features), in fact, rules out 
access to primary information on concluded transactions, 
volumes and terms of sales, and experts’ conclusions. The 
establishment of the Marketing Research Center repre- 
sented the logical development of the efforts of the 
‘“Almazy Rossii-Sakha’” Company, which were aimed at 
increasing the efficiency of the marketing of unprocessed 
diamonds. I would like to remind readers that the “Almazy 
Rossit-Sakha”’ Joint-Stock Company, which was registered 
2 years ago, united within the framework of a powerful 
commercial structure all the stages in the diamond busi- 
ness—from the extraction of precious stones to their sales. 
It was given the monopoly right to export unprocessed 
natural diamonds obtained in Yakutia’s territory. 


Four structures now operate in the company, being engaged 
in the marketing of products to a varying degree and at 
various levels. They are “Almazeksport” [Diamond Export] 
and “Almaznyy tsentr’ [Diamond Center] based in 
Moscow, the Yakutsk Enterprise for Trade in Diamonds in 
Yakutsk, and the Directorate of Joint Enterprises in Mirnyy 
(West Yakutia). Each of them has special groups or indi- 
vidual workers, who constantly aim at the examination of 
problems concerning sales of products. At the same time, 
the company’s marketing structures operating on the 
domestic or the foreign market are independent of each 
other in the adoption of decisions concerning sales (of 
course, within the framework of the general policy and 
strategy of the joint-stock company). Thus, the task of the 
newly established Marketing Research Center is to unify 
and coordinate their efforts in the field of diamond mar- 
keting. 


“Our center is one of the elements of the company manage- 
ment system,” Leonid Tollezhnikov, chief of the Marketing 
Research Center, said in a conversation with me. “Previ- 
ously, under conditions of the rigid centralization of eco- 
nomic management, the concept of ‘marketing’ as such did 
not exist. Today our domestic diamond market (at first we 
will study this market) is connected with competition and 
with a free movement of capital. But when you deal with 
many variables, you must have a clear idea of who is present 
on the market, who is ready to buy diamonds from you, how 
much the consumer can permit himself to pay for your 
products, and many other things. Only when possessing 
such information and studying the market will the company 
be able to regulate production volumes with sufficient 
accuracy, to pursue an effective investment policy, to affect 
consumer demand, and, ultimately, to ensure profitable 
sales...” 


In brief, there is a dialectical process: ‘“‘Marketeers” operate 
within the framework of the general strategy of “Almazy 
Rossii-Sakha” and, in turn, the company strategy is cor- 
rected with due regard for the changing realities of the 
diamond market. Such an organization of work in combi- 
nation with the high intellectual potential of specialists and 
analysts of the joint-stock company promises good pros- 
pects. 
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Nor should it be forgotten that the formation of “Almazy 
Rossi-Sakha”’ occurred in the most complex economic 
situation, under conditions of tough political and pseudo- 
political battles, which raged in the Russian Parliament 
during the Khasbulatov period. At that time principal 
discussions developed around the RF draft law on precious 
metals and precious stones, which was battered, but was 
never adopted, as well as in connection with certain dis- 
agreements in diamond circles on the question of the 
principles on which mutual relations with the De Beers 
Corporation should be built. At least three alternative draft 
laws now circulate in Russia’s State Duma. According to 
some information, their discussion at a plenary meeting 
may begin before the end of this year. December 1995, when 
the effective period of the 5-year agreement with De Beers 
on the export of Russian jewelry diamonds ends, is not far 
off. The parties have already begun negotiations concerning 
the terms of conclusion of the new agreement... 


And so, there is no doubt that the forthcoming diamond 
winter promises to be hot. 


We must meet it, fully armed. In this context, probably, it is 
difficult to overestimate the role of the Marketing Research 
Center in the strengthening of the positions of the domestic 
diamond company. 


Shakhray Interviewed Far North Supply 
Problems, Policy Toward Region 


954E 00344 Moscow TRUD in Russian 5 Oct 94 pp 1-2 


[Interview with Sergey Shakhray, vice-premier of the 
Government of Russia, director of the Commission for 
Ensuring Northern Delivery, by TRUD correspondent 
Nikolay Nikolayev; place and date not given: “Policy for 
the North, Not North ‘for Policy’”] 


[FBIS Translated Text] Northerners are preparing for a long 
and difficult winter. Vice-premier of the Government of 
Russia, director of the Commission for Ensuring Northern 
Delivery, answers a TRUD correspondent's questions con- 
cerning problems of life support for the Russian North. 


{Nikolayev] Sergey Mikhaylovich, today, in fact, the periods 
of summer navigation have ended and it is time to sum up 
some results of northern delivery. There is the feeling that 
politicians will use this topic to reproach the government. 
How is it possible today to evaluate, so to speak, the real 
disposition on the “invisible northern front’? 


[Shakhray] In order to correctly evaluate the current 
moment, we must describe, even if briefly, the prehistory of 
the state of affairs. We must see the main thing behind all 
the contradictory speeches and figures. 


At all times supply for northern territories was provided 
from a single ‘“‘dispatcher’—in essence, militarized— 
system of deliveries. Now, when there !s no Soviet Union 
and when the economy and society are going through the 
most complex transitional period, all the links of the effi- 
cient mechanism of northern delivery have become inde- 
pendent joint-stock companies and private enterprises. Now 
neither a command nor a shout mean anything to them if 
prepayment is not remitted. 
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And so, by 1992-1993 it turned out that one structure was 
demolished completely, but another was not established. 
However, the formation of a market system of supply for the 
Far North is a very long undertaking, but one must work 
under operating conditions every vear. The element of a 
market coordination of interests, which is useful in other 
spheres, has proved to be ineffective for the solution of 
northern problems and has only aggravated the difficult 
situation. 


Therefore, this year we have decided to change the system of 
supply for the Far North. counting on the independence of 
heads of administrations of regions. The governor is the one 
who should be the sole responsible master, through whom 
all the measures necessary to ensure northern delivery will 
then be “unwound” in the territory. 


On the basis of such a decision this year we have hardly 
allocated funds for centralized delivery. A federal fund for 
State support to ensure northern delivery has been estab- 
lished, from which strictly distributed money enters directly 
into the budget of a specific territory at one-third of the 
discount rate of the Central Bank and then is used exclu- 
sively for a specific purpose. Owing to such a mechanism, 
the governor has a powerful lever for work and, at the same 
time, great responsibility, because if specific-purpose funds 
are used incorrectly. the following year social expense items 
will be automatically cut back in the territory. 


Most territories supported such a system of work, although, 
of course, there were also difficulties. 


[Nikolayev] Didn't some of these difficulties arise owing to 
the abolition of the State Committee on the Socioeconomic 
Development of the North? 


[Shakhray] Of course, reorganizations in ministerial struc- 
tures, especially before the beginning of the campaign on 
northern delivery, do not add order. It is necessary to make 
improvements in organizational structures, because prompt 
supply for northerners under conditions of arising new 
economic relations, undoubtedly, requires an individual 
approach, which differs from the solution of long-term 
Strategic problems concerning the development of the Far 
North. 


Such a special approach combines the development of 
market methods with direct state regulation. For the most 
part, reliance on heads of administrations has proved to be 
correct. Therefore, in order to combine in 1995 the initia- 
tive and independence of northern governors with strict 
control, it is necessary to speak not about the restoration of 
the State Committee on the Socioeconomic Development of 
the North or the expansion of the powers of the RF Ministry 
of Nationality Affairs and Regional Policy, but to establish 
a state concern o1 a state-commercial corporation especially 
for economic security for vital activity in the North. Such a 
structure would make it possible to combine the advantages 
of market mechanisms with state administration and con- 
trol and to operate efficiently and purposefully. The ques- 
tion of a state concern is already being studied in the 
Government of Russia and with deputies. I think that a 
positive decision will be adopted. 
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As of today I can say that northern delivery took place in 
1994. In terms of organization it was even better than in 
1993. There is hope that the transitional period is ending 
and next year the mechanism of supply for the Far North 
will operate efficiently. 


[Nikolayev] Does the Ministry of Finance share your hopes? 


[Shakhray] Yes, financial matters were and remain very 
acute and not for us alone. As is well known, from the 
budget for northern affairs we were able to obtain 4 trillion 
rubles less than requested by territories. The problem of the 
general shortage of funds was and is complicated by the fact 
that the 1994 budget was approved late and until that time 
money was hardly allocated. Moreover, as of today the real 
content of the state treasury hardly makes up 40 percent. 
And so, there are many objective circumstances, owing to 
which the Ministry of Finance could not fulfill the Duma 
decree on the allocation of 3.7 trillion rubles during the first 
half a year. True, in September all funds were allocated. 


However, subjective factors, of course, also exist. Allocated 
funds reach consumers very late. Sums are divided up into 
parts, are delayed, and sometimes are even lost. We invent 
various financing schemes and commodity credits. How- 
ever, territories demand “‘live’’ money in cash, but precisely 
cash is in short supply. 


As a result, the vicious circle of nonpayments continues to 
develop. According to the RF Government decree No 893, 
we are able to apply emergency measures to ensure delivery 
and to compel transport workers and suppliers to work 
without prepayment. However, you will agree, it would be 
not bad to look more carefully at how the territories 
themselves spend the funds allocated to them. 


[Nikolayev] Consequently, part of the responsibility for 
problems with northern delivery rests with managers of 
appropriate regions? 


[Shakhray] I have no desire to shift the responsibility to 
anyone else. In such a vitally, in the literal sense of the word, 
important sphere as supply for northerners every manager 
himself must realize that he solves a statewide problem and 
manifestations of parasitic frames of mind, to put it mildly, 
are inappropriate here. 


Governors want to be independent masters on their terri- 
tory. We risked counting on a strong governor. However, 
not everyone proved to be ready for such work and once 
again I must say the following: 


First, to demand from the government that it concern itself 
with fully providing the North with everything—from 
equipment and petroleum products to threads and nee- 
lies—is absolutely unrealistic and incorrect. The govern- 
ment assumed the obligation to provide the most necessary 
things—petroleum, coal, fuel, bread, food products, and so 
forth. The governors themselves should attend to the rest, 
especially as the new forms of economic relations give them 
a wide field for activity. 


Second, since funds are assigned directly to the budget of a 
territory, the governors themselves should pay transport 


FBIS-USR-94-113 
20 October 1994 


workers, suppliers, and so forth from their accounts. How- 
ever, governors already owe a total of 276.6 billion rubles to 
ocean and river shipping companies and 468.8 billion to 
enterprises and organizations of the Ministry of Fuel and 
Energy for products already received. A total of 156 billion 
have already been allocated to northern territories from the 
federal fund especially for settlements, in particular, with 
shipping companies. 


For some reason the problem of unreturned centralized 
credits is also rarely mentioned. By this summer northern 
territories have returned only 500 billion out of 2.2 trillion 
rubles of 1993 credits. It seems that it will be very difficult 
“to shake out” debts. 


If territories cannot or, moreover, do not want to return 
debts to the state, then let us openly call the unreturned 
credits subsidies. But if a territory is subsidized 100 percent 
and, moreover, aspires to a complete, down to the last 
thread, centralized delivery, what talk can there be about the 
independence of its management? In such a case it is much 
simpler to establish a federal administration on this terri- 
tory and not to waste time on empty talk. 


Third, the facts show that territories do not promptly report 
on the freight received. The volume of actual deliveries can 
drop to 25 percent. Again, as in the past, it is advantageous 
for regions to pretend to be poorer than they are and to 
attempt to obtain a little bigger share of the common pie 
from the center. 


Fourth, according to the decree of the RF Government, the 
capital of the federal fund should be assigned exclusively for 
purposes of ensuring northern delivery and nothing else. But 
a check by territorial administrations of the Federal Trea- 
sury and by the Auditing Department of the RF Ministry of 
Finance has already revealed cases of use of funds 
amounting to about 15 billion rubles not for the specified 


purpose. 


For example, the Komi Republic spent more than 2.6 billion 
rubles issued for northern delivery on settlements with 
outside organizations and on the payment of interest on 
credit used for construction. In a number of oblasts more 
than | billion was spent on wage payments, in Sakhalin 
chewing gum, polyethylene, and toilet paper worth 7 million 
were bought, and so forth. In general, the percent of use of 
actually received funds not for the specified purpose reaches 
7 percent in a number of territories. Money is placed on 
deposit, is pawned, and “is exploited” in every possible way. 
But telegrams are sent to Moscow about a disruption of 
northern delivery and, moreover, proposals are made to 
explode the set ice by aerial bombs. 


The government does its utmost to supply the North even 
under emergency conditions. However, why, instead of 
engaging in the common cause responsibly, we must still 
constantly remember that those whom we trust and help can 
simply deceive us? 


i will mention another factor. The constant expansion of the 
list of territories pertaining to the Far North ceases to 
correspond to the actual reality. Recently, we have received 
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an instruction from the chairman of the Government of 
Russia about the need to specify this list in order to 
systematically allocate funds and to deliver products in 
1995 on the basis of strict criteria within strictly coordi- 
nated periods. 


[Nikolayev] And so, is it possible to say that this winter our 
North will not be in a worse situation than earlier? 


[Shakhray] According to operations summaries, at the end 
of September, on the whole, about 79 percent of the petro- 
leum products were delivered to northern regions and about 
63 percent, to regions with a limited navigation period. 
Regions were provided with coal 93 and 95 percent respec- 
tively. I believe that by 15 October, when summer naviga- 
tion ends, the Far North will be fully provided with fuel and 
petroleum products. 


The situation with the delivery of food and consumer goods 
is more complex. Here figures range from 50 to 30 percent. 
However, here, too, I see no reason for the panic statements 
that northerners will die of hunger in winter. 


First, territories buy part of the food through commercial 
channels and this percent does not enter into statistical 
summaries. For example, this year Magadan Oblast has 
completely refused to bring in products in a centralized 
manner and provides itself with everything it needs. Second, 
when navigation ends, food will be delivered by railroads 
and there is also an adjusted system of freight delivery on 
winter roads. And so, everything will be normal with food. 


[Nikolayev] However, the population of the Far North 
leaves precisely owing to the difficult life... 


[Shakhray] I would not call the difficulties with food the 
reason for the population’s migration from northern terri- 
tories. Here the problems are much deeper and their solu- 
tion 1s much more complex than the increase in the list of 
delivered food products. 


One can say that our North, as compared with the northern 
territories of Alaska or Canada, is even overpopulated. As a 
result, from the economic point of view the products pro- 
duced in the “norths” become unprofitable. 


The RF Government has developed a program for a system- 
atic and gradual removal of the surplus population from the 
North. It is important for northerners to move not to the 
south or the center of the country’s European part, but, for 
example, to the south of Siberia. The social infrastructure 1s 
no less developed, there is more land, and manpower is very 
needed there. 


However, new Arctic regions should be developed by the 
watch method. Not a single country throughout the world 
permits itself to maintain a large unprofitable social infra- 
structure in newly developed regions with extreme condi- 
tions. 


The problem of providing the Russian North with fuel and 
products does not make up even 10 percent of its problems. 
There is a need for a state strategy of economic and social 
development of the entire northern complex. There are 
questions concerning the legal status of smal! northern 
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nations and development of the culture and languages of 
aboriginal ethnic groups and the most complex problems of 
ecology and demography—everything cannot even be enu- 
merated. We must think about policy for the North, not use 
northern problems for political aims. In this | see our main 
task. 


Rebuilding Maritime Trade Fleet Examined 


9541-0041 Moscow MORSKOY FLOT in Russian 
No 9-10, Sep-Oct 94 pp 4-5 


{Article B. Smirnov, Chief, Foreign Exchange Division, 
Department of Marine Transportation: “Implementa- 
tion of the Program for Restoration of Russia’s Mer- 
chant Marine’’] 


[FBIS Translated Text] Boris Georgivevich Smirnov—chief 
of the Foreign Exchange Division of the Department of 
Marine Transportation. Graduaied from the Financial 
Academy and Foreign Trade Academy. Working over 30 
vears in the merchant marine. Engaged in financial and 
commercial activity abroad with the Transworld Company 
(Belgium, the Netherlands) Auditor of Finland's Sayma 
Lines for 10 vears. 


Following the disintegration of the Soviet Union the Rus- 
sian merchant marine has been experiencing a severe crisis 
in terms of its transportation potential and its technical, 
operating and economic level, and it 1s not competitive in 
the world freight market. Russia essentially inherited not a 
fleet as a unified transportation complex but only individual 
blocks of different sizes and importance. Such a fleet is able 
to support only 30.7 percent of foreign commercial freight 
carriage. For practical purposes no low- and medium- 
tonnage tankers, refrigerator ships, high-tonnage vessels for 
bulk cargo, or passenger vessels are left. 


The existing fleet ts incommensurate in number of vessels 
and total tonnage with the volumes of Russia's coastal and 
foreign commercial shipments. There are no refrigerator 
ships and there 1s a lack of passenger vessels in the North- 
western and Southern basins, there are no bulk carriers on 
the Baltic, and there are no dry-cargo vessels on the Black 
Sea. The profitability of the vessels is basically low: high- 
tonnage tankers with a loading capacity of 150,000 tonnes 
and uneconomical steam turbine propulsion units, a 
nuclear-powered lighter carrier that is hard to use effec- 
tively, general-purpose dry-cargo vessels and timber carriers 
that are obsolete and ill-suited to quick handling at ports, 
and so on. 


There are plans for writing off 266 obsolete vessels with a 
tonnage of 1.7 million tonnes deadweight from the existing 
fleet. and another 432 vessels with a tonnage of 4.12 million 
tonnes before 1996. Given limited deliveries, the fleet's 
transportation potential will undergo catastrophic decline. 
In 1996 the fleet will be left with 380 vessels with a tonnage 
of 6.752 million tons deadweight. 


The shortfall of domestic tonnage in 1995 will be 4.189 
million tonnes. A considerable amount of foreign tonnage 
will have to be chartered in order to support freight carriage. 
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The outlays on such chartering in 1992-1995 have been 
determined at around $4 billion. 


So what we have here ts the task of restoring, in an extremely 
short time—3-5 years, out of the “legacy” left to the Russia. 
a national fleet of former grandeur, capable of successfully 
defending the country’s economic and political interests in 
international shipping. The Russian fleet must support the 
independence of foreign trade and stable foreign economic 
and transportation ties, normal life in regions of the Far 
North and Far East, active export transportation services, 
and stable inflow of foreign exchange from freight carriage. 


There are presently 40 ports in Russia (half of the USSR’s 
ports). | 1 of which receive 70 percent of the freight flow and 
all of the foreign commercial cargo. The throughput 
shortage at Russian ports is 37 percent of the total need. 
while in relation to foreign commercial cargo it is over 50 
percent. Specialized complexes for handling bulk petroleum 
and chemical cargo with a capacity of $3 million tonnes, dry 
chemical cargo with a capacity of 7 million tonnes, and 
high-volume bulk and genera! freight with a capacity of 14 
million tonnes, grain-handling complexes with a capacity of 
7 million tonnes, and ferry crossings to Germany and 
Bulgaria with a capacity of 10 million tons ended up outside 
of Russia. Danube ports are now beyond Russia’s borders. 
In the Sea of Azov, Russia was left with the single shallow- 
water port of Taganrog, and on the Caspian—Makhachkala, 
which is unable to handle containerized freight bound for 
Iran. 


Practically not a single Russian port is adapted to reception 
of oversized and heavy equipment. Most ports require 
reequipment. Over half of Russia’s ports are shallow and 
unable to accomodate high-tonnage vessels. Hydraulic engi- 
neering structures and warehouses need overhaul. 


In ship repair industry, Russia is left with 14 of the 33 plants 
that used to be in the USSR, and 9 out of 17 fleet technical 
maintenance bases capable of repairing vessels without 
taking them out of service. Russia's plants can satisfy the 
demand for ship repairs by only 75 percent, and the demand 
for low-tonnage ship building by only 30 percent. 


Edict No 1513, 3 December 1992, “On Measures to Restore 
the Russian Merchant Marine” was published tn accordance 
with the needs of the Russian Federation Ministry of 
Transportation and the Department of Marine Transporta- 
tion. By this edict the Russian Government proposed con- 
firmation of the Program for Restoration of Russia’s Mer- 
chant Marine, including in the Caspian Basin, and state 
support to its implementation. 


The Central Scientific Research Institute of the Merchant 
Marine developed the concept and program for restoration 
of Russia’s merchant marine at the request of the Russian 
Ministry of Transportation. 


The concept for restoration of the fleet (in the broad sense, 
including ports, ship repair plants etc.) is based on develop- 
ment of mass flows of goods, of freight-handling transpor- 
tation and production systems and their connecting units, of 
the structure and capacity of shipping resources and of the 
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entire associated infrastructure. There are plans for 
restoring marine polyfunctional transportation complexes 
on the Baltic and Black seas, and for strengthening and 
developing transportation complexes in the North and Far 
East. 


Building seagoing vessels is the focal point of the program 
for the fleet’s restoration. 


In the foreseeable future, according to the predictions Rus- 
sian marine freight shipments will total 210-230 million 
tonnes, while the freight turnover will be 520-560 billion 
tonne-miles. Support of such shipping will require a 
national merchant marine with an overall tonnage of 13.5- 
14.5 million tonnes deadweight. Such a tonnage will make it 
possible to support over half of the volume of marine 
foreign commercial export-import shipping (around 15 per- 
cent of foreign commercial export-import shipping [sic}) 
with our own fleet. The indicated necessary tonnage of the 
Russian fleet is a minimum. It does not account for any 
reserves in the event of unforeseen demand, or for the need 
for marine freight shipments to countries of the near abroad 
with no outlets to the sea. 


The Program for Restoration of Russia’s Merchant Marine 
foresees supplementing the fleet in 1994-2000 with 689 
vessels with a tonnage of 10.2 million tonnes deadweight. 
This includes the following numbers of vessels in the dif- 
ferent branches of the fleet: dry-cargo—457, bulk—93, 
tanker—107, combined—15, passenger—1 7. 


Capital investments to implement the program, determined 
on the basis of average world prices for construction of new 
vessels, are about $16 billion. In addition around $3.6 
billion will be needed to renew the associated branches of 
the fleet. including icebreaker. emergency rescue, auxiliary 
and others. Total capital investments into the fleet's resto- 
ration are around $20 billion. 


Three sources of financing are foreseen: the state budget 
(basically the taxation system and the Russian Merchant 
Marine Restoration Fund): resources of ship owners allo- 
cated from profit and through depreciation deductions; 
resources of outside investors, primarily those interested in 
freight shipping. 


The main problem in the program ts investment, which will 
determine the sources and conditions of acquisition of 
resources under the program. 


The fleet's restoration is associated with conversion of ship 
building. These issues are interrelated in a certain way, but 
we should not anticipate large amounts of resources ear- 
marked for conversion that could be channeled into con- 
struction of the fleet. It would be most realistic and econom- 
ically most feasible to transfer conversion resources to ship 
owners through specific-purpose programs for vessel con- 
struction. Other economic approaches would hardly turn 
out to be effective. 


Implementation of the program in its full volume must 
proceed in stages. In the first stage (1993-1995) we need to 
take steps to support and gradually renew the transportation 
potential of seagoing and river transportation complexes 
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(including renewal of fixed capital) in order to provide for 
shipments of state importance with our own fleet (coastal 
traffic in the Far North and Far East, grain, foodstuffs etc.). 
In the second stage (1995-2000) we need to finish the fleet's 
renewal, reconstruction of existing port capacities and con- 
struction of new ones, and creation of a highly effective 
infrastructure for marine transportation in order that the 
Russian fleet could support the bulk of freight shipments, 
and so that the flow of such shipments could be shifted from 
ports of the near abroad to our own ports. 


A forecast of the financial indicators of the activity of 
marine transportation enterprises shows that if the planned 
measures are implemented, the total receipts into the Res- 
toration Fund in 1993-2000 will be $2.3 billion and R272 
billion, while the overall investment possibilities of marine 
transportation enterprises can be estimated at $2.3 billion 
and R821 billion. In addition there are plans for attracting 
additional resources (borrowed and attracted) amounting to 
around R5,409 billion to implement the program’s mea- 
sures. 


The special Russian Merchant Marine Restoration Fund 
was created and a statute regarding was approved in order to 
finance the program. In order to fill the fund's coffers, 
marine transportation enterprises must direct foreign 
exchange proceeds that they had been required to sell in the 
domestic foreign exchange market into the fund. Enterprises 
are obligated to invest not less than 80 percent of resources 
obtained from their own sources into the fund. 


In accordance with government decrees, tax collected from 
the profits of ship owners (in rubles) and foreign exchange 
receipts subject to mandatory sale to the Central Bank of 
Russia (the ruble equivalent of the foreign exchange is to be 
compensated by the Ministry of Finance) are to be directed 
into the fund as the state's capital share. According to 
preliminary estimates the maximum transfers into the Res- 
toration Fund from profit tax will be around 12 percent of 
the income of ship owners in the best case. This will be 
around $200 million. Transfers of foreign exchange receipts 
will be $190-210 million. The maximum possibilities of ship 
owners are estimated at $130-150 million. It is difficult to 
forecast the amounts that could be anticipated from foreign 
investors, but they will hardly be commensurate with the 
overall outlays ($20 billion). The possibilities of the Resto- 
ration Fund are of course much more modest that the 
dimensions of the necessary outlays. Vessels built at Russian 
plants could be sold outside of Russia only with the consent 
of the Russian Ministry of Transportation. Part of the profit 
tax of marine transportation enterprises could also be 
directed into the fund, and these enterprises could be 
exempted from land fees. The Ministry of Finance could 
direct part of the resources foreseen in the republican budget 
for the fleet's development into the fund as a specific item. 
Local bodies of executive government could establish pref- 
erential prices on land use by marine transportation enter- 
prises. Marine transportation enterprises could be exempted 
from customs fees on import of vessels, equipment, spare 
parts, and fees on fuel carried outside the country to bunker 
Russian vessels. 
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The procedure for crediting and moving foreign exchange 
and ruble resources of the Restoration Fund has been 
approved. Transfer of rubles to marine transportation enter- 
prises by the Russian Ministry of Finance in exchange for 
foreign exchange proceeds from export-import operations 
has been foreseen. The foreign exchange resources of the 
enterprises and voluntary contributions by legal entities and 
individuals in hard currency for the needs of the fund are to 
be accumulated in the Russian Foreign Trade Bank. Con- 
tributions by commercial banks and domestic firms in 
rubles to the construction of the fleet and coastal facilities, 
as well as borrowed resources, voluntary contributions and 
ruble resources from the sale of foreign exchange are also to 
be accumulated in the Foreign Trade Bank. 


Resources foreseen to finance the fleet restoration program 
are to be accumulated in the Central Bank of Russia in an 
account of the Russian Ministry of Transportation. 


The decree “On Implementation of Prority Measures to 
Restore the Russian Merchant Marine” obligates the corre- 
sponding ministnes to annually approve the list and pnor- 
ities of construction of facilities. and to organi7e construc- 
tion of the largest possible volume of vessels by domestic 
ship building enterprises, with regard for conversion. 


Organizations and enterprises of the Russian Ministry of 
Transportation and the Department of Marine Transporta- 
tion have been ordered to support fulfillment of the indh- 
cated measures, and fulfillment of work under the program, 
in the established volumes and by the set deadlines. 


Requests to build a total of 218 vessels were filed in 1994, 
with 102 units to be financed in 1994. One hundre? 
eighty-three vessels are to be built outside the country and 
imported; requests have been filed to pay for 80 of these 
units in 1994 for a total of $3,059,900,000. Thirty-five 
vessels are to be built on domestic building docks, 22 units 
are to be paid for in 1994, and the total requests are for 
R191,912,000,000 in 1993 prices. 


In order to provide financial support to the program, R300 
billion were allocated in the Russian budget for 1994 for the 
purchase of hard currency from marine organizations and to 
form the Restoration Fund. A great amount of work is being 
done with Russian and foreign investors to atiract their 
foreign exchange resources for construction of the Russian 
fleet and for development of coastal facilities. 


A secondary securities market ts currently being established. 
The Department of Marine Transportation and the Morinr- 
aschet All-Russian Association are working to change the 
bond redemption times, and to create the possibilty for 
using bonds as security for hard currency loans and fur 
investing bonds in fixed capital of the enterprises, and they 
are implementing other measures. 


Positive resolution of these issues will also promote devel- 
opment of marine transportation. 
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Deputy Pamfilova on Stabilization of Living 
Standard 

954E 00194 Moscow DELOVOY MIR in Russian 
23 Sep 94 pp 1.4 


[Interview with Ella Pamfilova, deputy of State Duma, 
by Miroslav Buzhkevich; place and date not given: “On 
the Way to Stabilization of Living Standard of the 
Population” 


[FBIS Translated Text] The Presidential Counci! o1 Social 
Policy was created about three months ago. It included 
experts on that sphere of life—representatives of organs of 
state power, deputies of the Federal Assembly, scientists, 
and specialists and practical workers. The council is headed 
by a well-known political figure. who conducted an active 
carapaign in the Supreme Soviet of the USSR. a deputy of 
which she was, against privileges enjoyed by those in the 
party and soviet apparatus, and former minister of social 
protection of the population of the Russian Federation, 
deputy of the State Duma Ella Pamfilova. She talks with 
Miroslav Buzhkevich, a DELOVOY MIR political observer, 
about the tasks of the new council and problems of social 
policy. 

[Buzhkevich} What gave rise to the thought of creating vour 
council, Ella Aleksandrovna, and what are its main tasks” 


[Pamfilova] Up to now there is neither a concept nor the 
strategy of a social policy. Even though there are quite a few 
interesting proposals and even the outline of some programs 
in this area. 


The government naturally concerns itself with programs in 
the social sphere, but very slowly. The main directions 
followed in its social policy consist mainly of measures of an 
operational nature. But frequently they are not reinforced 
materially and as a result their realization becomes difficult. 
In general, that program resembles a patchwork quilt more 
than a unified and logical scheme, a comprehensive docu- 
ment, which differentiates strategic and tactical priorities of 
social policy. There is no answer to the question as to what 
should be done in order to reduce to a minimum the 
negative consequences of the economic reform and other 
transformations within Russian society. 


This gives rise to the primary task of our council— 
unification of all work done in the field of social policy into 
a single whole, turning it into a comprehensive program, in 
that manner creating a model of this policy as well as its 
concept and strategy. 


We will have to form a commission of social experts to study 
presidential and governmental decisions being prepared and 
evaluate what influence they will exert on the social climate 
of the country while regularly briefing the president on 
processes taking place in society. | would like to stress that 
our council is not endowed with directive funciions, and we 
under no circumstances intend to take the place of minis- 
tries in the social bloc or that of similar structures in the 
president's office. On the contrary, we are hoping to be able 
to cooperate closely with them. Our proposals will be in the 
form of recommendations. 
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[Buzhkevich} | understand. The council will be very busy 
What have you accomplished so far? When ts it possible to 
expect the appearance of your recommendations concerning 
the concept, strategy, and tactics of social policy? 


[Pamfilova] We have already taken the first step by pre- 
paring a draft presidential program—“Stabihization of the 
Standard of Living of the Population of the Russian Feder- 
ation.” Why has the council taken up specifically that 
problem trom the start? It 1s prompted by life itself. Now at 
is Clear that the social price of the reforms being conducted 
has proved to be excessively high tor many Russians. The 
income of 20 percent of them is below the subsistence 
minimum. Another 25 percent are very close to the poverty 
level. It as particularly disturbing that 41 percent of the 
families with children have incomes below the subsistence 
minimum. Even more difficult os the situation of tamihes 
with children. Almost three-quarters of them have found 
themselves below the poverty level. 


But that is not the end of it. New categornes of poor are 
forming from among the economically active population 
We are speaking not just of the unemployed. but also about 
those who work at enterprises and organizations. A milhon 
of working Russians have minimum wage incomes. In the 
budget sphere rates of the first ten grades in the Unified 
Wage Scale are below the subsistence minimum. The labor 
of nine milhon persons, or more than 65 percent of those 
working in that sphere. is remunerated in this manner 


There are also other negative phenomena that have been 
developing recently as a consequence of the economic 
reform. We have symptoms indicating degradation of the 
social infrastructure of socrety. The property stratification 
of population was sharply intensified. Some 20 percent of 
those with high incomes control 46 percent of the country’s 
money supply, and 20 percent of Russians with very low 
incomes control ten times less. There has been a marked 
decrease in incentives to work. At the same time, there ts a 
Steady mse in unemployment, including its hidden form. 
There ws a real threat of the latter turming into open 
unemployment. We also have another disturbing circum. 
stance: The intellectual potential of the nation is disinte- 
grating. 


The new situation calls for new approaches and solutions. 
During the Soviet tume, the task of stemulating economic 
activity of citizens was never raised, now it 1s highly 
necessary. Formerly inflation was suppressed by the sale of 
natural resources, but that cannot be done any longer. 


Ensurance of a stable living standard for the population 
acquires particular significance by virtue of all the named 
and unnamed factors of social tension under conditions 
created by transition to a market economy. It 1s specifically 
this that becomes the main content of the strategy of 
Russian social policy. That 1s why the presidential edict on 
elaboration of a program for stabihzation of the living 
standard of the Russian population was issued tn July of this 
year. 


{Buzhkevich} What are the main goals and tasks set by that 
program? 
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{Pamfilova] First of all, it is a decrease in the unfavorable 
effect of the transitional period of socioeconomic transfor- 
mations on the living standard of the population as well as 
prevention of physical, social, professional, and spiritual- 
cultural degradation of Russian life and determination of 
priority directions making it possible to assure a worthy 
lifestyle for citizens of Russia. The attainment of those goals 
requires the realization of a number of tasks: ensurance of 
social conscience in politics, social assistance for the poor, 
reformation of the system of social insurance, and stabili- 
zation in the financing of the social sphere. 


[Buzhkevich] The program is very ambitious. Which of the 
points would you, Ella Aleksandrovna, like to focus your 
attention on? 


[Pamfilova] The recording of the situation that has been 
created in the social sphere is probably a very good idea. 
Recording in the sense of accounting, not freezing. It is 
proposed to establish the amount of financing for this 
sphere at not less than 18 percent of the presumed gross 
domestic product (GDP), i. e., at the level formed in the last 
three to four years. And not a point less. The sources of the 
18 percent must be as follows: 3 percent from the budget, 12 
percent from nonbudget funds, and 3 percent from other 
sources. The financial norm cannot be below the level 
achieved last year. 


In order to fulfill these demands, it is finally necessary to 
completely reject the residual principle of allocating funds 
for the social sphere, a consequence of which is the current 
crisis in public health, education, the sharp decrease in 
housing construction, etc. Even out of these very modest 
funds allocated for the social sphere. it is presently getting 
not more than 50 or 60 percent. Its interests are infringed 
upon in favor of the basic branches of the economy. 


The excessive centralization of funds in the federal budget 
and state nonbudget funds has become a major shortcoming 
of the current system of financing the social sphere, as a 
result of which the budgets of the subjects of the Federation 
and organs of local self-government are unstable and expe- 
rience a constant shortage. 


The program stipulates a number of measures for stabilizing 
the financing of the social sphere this and next year. The 
first thing that must be done is to precisely differentiate 
what is eligible and make assignments to budgets at various 
levels. In order to assure that the proper segments of the 
population receive the support, financing of most of the 
social measures should be delegated to organs of power of 
the subjects of the Federation and local self-government. 
The federal budget should provide support only to general 
state programs in the field of public health, education, 
culture, physical culture and sports, and social protection. 


It is necessary to make changes in the tax system as well, 
intensifying its social orientation. That will be promoted by 
establishing fixed shares of tax on profit, value-added tax, 
and excise taxes that are to be channeled directly to meet the 
social needs of the population. 

{[Buzhkevich] That apparently does not exhaust the 
approaches to stabilization of the living standard of the 
population of our country. 
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[Pamfilova] Of course not. One of the general directions on 
the way toward such stabilization, as mentioned in the 
program, will be the regulation of population income and 
social support of the poor. 


[Buzhkevich] Is there a definition of poverty? Who can be 
classified as being poor? 


[Pamfilova] In Russia the . is still no established definition 
of poverty. Even at the state level, that term is frequently 
used in its lay meaning. That results in differences in the 
evaluation of the scales of poverty, political speculations, 
and the amorphous nature of social protection programs. 


In the program poverty is defined as a situation in which a 
person cannot meet certain conditions ensuring his good 
health and basic necessities. It occurs under the effect of 
several factors: economic, social, demographic, and, finally, 
personal qualities of a person. Every one of these factors 
forms its groups of the population below the poverty level. 
Economic factors of the reform pushed the unemployed, 
those doing part-time work in production (who work part of 
the day or week, those on administrative leave, etc.) below 
the poverty line, and finally those whose wages are being 
delayed, and those whose fixed income is not indexed in a 
timely manner (pensioners, students, workers in budget 
enterprises and organizations.) 


The only official document determining the poverty level is 
the one containing the method of calculations determining 
the subsistence minimum adepted almost two years ago by 
the Ministry of Labor of the Russian Federation. It is 
obsolete, however, and needs radical review. It is necessary 
to take into account that this minimum has grown consid- 
erably, due to the fact that the useful life of such consumer 
and durable goods as clothing, footwear, television sets, 
refrigerators, etc., belonging to the segment of the popula- 
tion with the least income, has expired. At the same time, 
there has also been a sharp increase in the cost of medicine, 
housing, and municipal services, while the composition of 
the so-called consumer basket needs better regional differ- 
entiation. One thing is clear: The methodology has to be 
changed. The primary task involves adoption of a law 
determining the subsistence minimum, which will base the 
definition of such a minimum on a legitimate, scientifically 
substantiated foundation. 


Such a law is only a starting point in determining the living 
standard of Russians (at present such calculations are made 
based on the minimum wage, which does not allow judg- 
ment of the accuracy of average per-capita income, pen- 
sions, etc.). It is important to work out measures to support 
and increase the income of those in the poor segment of the 
population. Among them i will note the need to prevent 
mass unemployment, the threat of which is now real. For 
that purpose it is necessary to establish a system in which 
drafts of specific federal socioeconomic and scientific- 
technical programs affecting the state of the labor market 
would undergo mandatory study by experts in the employ- 
ment service of Russia. 


Attention was also devoted in the program to ensure aid 
payments for children. There must be a law in accordance 
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with which such aid is granted upon the application of 
parents, regardless of the family’s circumstances and it must 
not be taken into account in the determination of its 
per-capita income. 


Finally, another innovation. The Standard Regional Pro- 
gram of Social Protection of the Population will be intro- 
duced. That will make it possible to raise the effectiveness of 
support given the most vulnerable groups of Russians in 
every region of the country. 


[Buzhkevich}] Several times you mentioned the conse- 
quences produced by conduct of the economic reform which 
have a negative effect on the living standard of Russians. 
Does the presidential program allow, if not the spread of 
such influence, then its weakening? 


[Pamfilova] Yes. A special section is devoted to that. I have 
already stated that the principles for differentiation and 
coordination of functions between the center and the sub- 
jects of the Federation as well as organs of self-government 
will be established. It is likewise necessary to work out 
methods for evaluating the influence of concrete economic 
decisions on the living standard of the populace by that 
same commission of social experts which I mentioned 
earlier. The population must be well informed about its 
results and the corrections made in connection with it. 


The negative influence of reforms will weaken with their 
acceleration and deepening. That will be especially pro- 
moted by socially oriented structural-investment reorgani- 
zation of the economy of regions, cities, and settlements, the 
principles of which will be formulated by the presidential 
program. 


[Buzhkevich] Pardon me, Ella Aleksandrovna, for inter- 
rupting you. Please explain what role you are assigning to 
Russian entrepreneurs in the resolution of social problems. 


[Pamfilova] A most visible one. The document, about which 
we are talking, provides for the elaboration of details of a 
federal program for the support of small and mid-level 
entrepreneurship. Besides performing purely economic 
tasks in countries with developed market relations, such 
business accounts for over half the GDP—it helps to 
improve the social situation by creating new jobs on a large 
scale and increasing employment of the population. Unfor- 
tunately, the development of our small and mid-level busi- 
ness does not receive necessary support from the govern- 
ment. In the United States, for instance, small entrepreneurs 
feel such help all the time. A network of “incubators,” 
special centers where beginning businessmen receive office 
space, equipment, and computer services on preferential 
conditions, was created there at government expense. All 
that is made available to them for three years. In Russia, 
unfortunately, there is nothing like that so far, even though 
there is ample talk about the need to develop small and 
medium-sized businesses. 


Beside the government, help is also to be offered the 
entrepreneur by large firms, joint-stock companies, and 
various concerns both in the sphere of production itself and 
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in the creation of a system of training and retraining of 
personnel in small businesses. 


The strengthening of prejudice-free unity based on ethical 
rules and the code of honor of the entrepreneur is equally 
important. If the goods producer is worried about the 
country's future, he cannot allow the poisoning and pollu- 
tion of the environment, since concern for ecology is con- 
cern for the preservation of people's health. An honest 
Russian entrepreneur does not have the right to treat natural 
resources as the Bolsheviks did at one time: squandering 
raw material resources for immediate results without 
thinking about the tomorrows of Russia and its peoples. 


[Buzhkevich] We are living in such times. We are sur- 
rounded by programs and projects. It is not surprising that 
we are building a new Russian house. Still, Ella Aleksan- 
drovna, do you feel completely confident that the presiden- 
tial program for stabilization of the living standard of the 
population of Russia, a draft of which was worked out by 
your council, will be carried out if it is adopted by the 
president? 

[Pamfilova] | am hoping for that. Otherwise, what was the 
sense of working on it? I understand that there may be 
complaints about the program. Far from everything in it is 
perfect. But it has not only an economic but a great political 
significance. The president, as head of state, must bring to 
an end declarations to the effect that the country’s economy 
is socially oriented. Today, that is not yet so. The view still 
exists that social problems are of secondary importance. 
After the economy gets firmly on its feet, then we will 
resolve them easily and swiftly, it is said. Unfortunately, 
such a view is held by many of our leaders—they are not 
sympathetic to the social side of life. At best some leaders 
bring it to mind for their own political, egotistic purposes. 
I am not talking without having any proof. I have felt this on 
my own hide. With the rank of a minister I was unable to 
achieve very much. Most of the proposals from the ministry 
were rejected or politely put aside “for later.” 1 was told in 
a rather transparent way and sometimes advised outright: 
Pamfilova, just take care of your pensioners and invalids. 


It is true, | am deeply convinced, just as our entire council 
is, that a government social policy designed in an econom- 
ically literate manner constitutes a powerful impetus in the 
development of the national economy. The program pro- 
posed by us is conducive to a swift upturn in the social 
sphere. Its realization will help both high and low-level 
leaders to understand the true price of the principles of 
social policy, compelling them to abandon positions of 
outside observers and to devote a maximum effort to 
stabilization and then to a rise in the living standard of 
Russians—a decisive condition for success of the transfor- 
mations currently being made in society and in the country. 


Plight of Banks, Threat of Mass Bankruptcies 
Reported 


954E0017A Moscow IZVESTIYA in Russian 5 Oct 94 
p9 

[Unattributed article: “Russian Banks Threatened by 
Mass Bankruptcy: Expert Institute of the Russian Union 
of Industrialists and Businessmen” } : 
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[FBIS Translated Text] A significant decline in inflation in 
1994 placed the banking system in an unusual situation: The 
significance of bad debts has grown dramatically, competition 
from financial companies has intensified, it has become more 
difficult to attract the public’s resources with the lower 
deposit interest rates, and it has become necessary to find 
large borrowers among enterprises, even though the risk of 
nonrepayment of loans has risen. Consequently a crisis is 
extremely probable in the immediate future, accompanied by 
mass bankruptcy and closing of commercial banks. The 
following facts make this evident. 


Profitability dropped noticeably in the first half of 1994. 
Although none of the 100 largest banks showed a loss, the 
profit of some of them is already close to zero. The stock 
market index of bank stocks is growing much more slowly 
than last year (1 percent as opposed to 2-4). 


Difficulties in repayment of loans have grown. Some of 
them were taken out by industrial enterprises for investment 
projects in the hope of obtaining resources from the state 
budget. However, as of September the investment programs 
that had been adopted at the beginning of the year may be 
financed no more than 30 percent by the Ministry of 
Finance. Another part of the loans taken out by enterprises 
were for production within the framework of state orders, 
but the state is not paying on them. Consequently, the 
enterprises are unable to repay the loans. The crisis of 
nonpayment has placed repayment of loans taken out to 
support product sales in jeopardy as well. 


The situation is aggravated by the absence of well-tuned 
bankruptcy proceedings for enterprises (a number of stan- 
dard documents are still lacking), and of a lien mechanism. 
Realizing liens is difficult, because of the low volume of the 
real estate market, and of securities and equipment owned 
by industrial enterprises. 


A decrease in interest rates on deposits may mean that 
commercial banks will be unable to execute their obligations 
before depositors. A panic is not excluded after the first 
bankruptcy, which will provoke withdrawal of resources 
even from reliable banks, and hasten bankruptcies. 


Serious difficulties have arisen in investing financial 
resources. The demand for loans has decreased in interme- 
diary trade organizations (it is predominantly the commer- 
cial banks that service them). According to the idea, this 
should have reoriented banks on financing industry and 
investment programs. However, this is impossible due to 
the extremely high level of bank interest. 


The authorized capital of most banks is still low, which does 
not do anything for their stability. The extremely high level 
of expenditures to support their own activity, chiefly wages, 
is also having a negative effect. There are not enough 
qualified banking personnel, who must be paid extremely 
high wages to keep them on the job. 


The large proportion of bad loans, the desire to remain at 
the attained profitability level, and the high expectations of 
inflation (bankers are orienting on inflation of 8-10 percent 
per month) are what is forcing banks to support interest 
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rates at an unprecedented high level. But it is precisely 
because of this that the effectiveness of all invesiment 
projects has decreased, even ones offering unique prof.t- 
ability. 


There are several things the Central Bank and the govern- 
ment can do in the banking crisis. First, a campaign could be 
waged to rescue the commercial banks. An “Interim Stat- 
ute” on management of banks in a critical situation has 
already been adopted by representative of the Central Bank. 


The Central Bank could dramatically reduce the real refi- 
nancing interest rates, but such a measure harbors uncertain 
consequences. For example practically free loans would 
make requirements regarding their returnability and their 
recoupment conditionally mandatory. This practice had 
already generated bad debts before. An increase in the 
demand for cheap credit will inevitably lead to growth of the 
money supply and higher inflation. Banks will once again 
try to make money through “fast turnarounds”, which will 
in turn stimulate flow of monetary resources back into 
intermediary trade and financial operations, and absolutely 
no investments would go into the real sector of the 
economy. Ultimately this could lead to a surplus of credit 
resources in commercial banks. This means of solving the 
problem appears unsuitable, inasmuch as it only perpetu- 
ates the currently established situation. 


However, no matter how alarming the situation may be, 
even mass bankruptcy of small banks will not have cata- 
strophic consequences to the country’s economy. Most 
industrial enterprises do not have large deposits. Interme- 
diary trade organizations keep a significant part of their 
resources not in the form of deposits, and not in Russia. The 
blow may turn out to be tangible to the public—private 
deposits are already rather large, and are constantly 
growing. However, given reasonable behavior by the gov- 
ernment and local authorities, social tension will not neces- 
sarily reach dangerous proportions. Most likely, enterprises 
maintaining their own small banks as well as medium and 
small businesses, which are serviced chiefly by small com- 
mercial banks, will suffer the most. 


What measures seem the most suitable? Efforts must be 
directed at shifting banking policy in the direction of 
investments into industry, key sectors, and production. A 
system of state insurance of investments must be organized. 
Resources of the Central Bank must be offered to commer- 
cial banks under specified conditions and on the basis of 
signed contracts. All centralized resources that had been 
granted to commercial banks earlier and were not returned 
on time must be collected from them. A transition must be 
made to annual approval of the volume of loans granted for 
effective investment projects. A system for managing the 
shareholdings (shares in authorized capital) of commercial 
banks under state ownership would also be useful. 


Chubays on Attracting Foreign Investment 
954K0I09A Moscow LITERATURNAYA GAZETA 
in Russian No 41, 12 Oct 94 p10 


[Article by Anatoliy Chubays, deputy prime minister of 
the Government of the Russian Federation, chairman of 
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the State Committee for Management of State Property 
of the Russian Federation: “A Golden Fain Will Fall on 
Russia; We Are Already More Attractive for the Invest- 
ment of Foreign Capital Than China or Latin America, 
the Author Believes] 


[FBIS Translated Text] The article will be published in full 
in the journal OTKRYTAYA POLITIKA, N2 for this year. 


No one anywhere succeeded in doing that which is now 
being consistently and firmly established in Russia on such 
a large scale. A country that was entirely in the hands of the 
state and an economy that was fully dependent on the state 
bureaucrat who was not interested in anything other than 
his own well-being—this amazing system that lasted until 
the eve of the third millennium of the Christian era—is 
being TRANSFORMED, and it is changing the internal 
structure of its affairs. 


A CHANGE IN THE LOT of the individual is occurring, 
from one that is abnormal and inhuman to one that is 
natural and, therefore, effective. 


I will admit now that, when we came to the government in 
late autumn of 1991, I was unable even to imagine the 
results that we have achieved today. It cannot be said that 
we did not believe in success, but we did not think that it 
would fall to our lot and to our time. We were moved then 
by a feeling of the duty of a professional and the duty of a 
generation, without any kind of illusions regarding the 
success of our own political fate. 


Recall that time, the end of 1991. While working in Lenin- 
grad as deputy chairman of the executive committee before 
departing for the government, I continuously kept an eve on: 
Meat was left in the city for five days, for three days. Flour 
is running out. There are no vegetables. It is necessary to 
save the city. But what was this? An elementary stoppage of 
tangible asset flows. The administrative methods of man- 
agement based on coercive methods of management were 
not working any longer, and there was no market interest 
among enterprises and commerce. 


It was necessary to free prices, because the country was just 
about to collapse in the chaos of hunger and instability, 
because the flows were no longer moving according to old 
prices—nothing was moving them: neither interest, nor fear. 


Prices were freed, interest was aroused, and within two 
weeks the fear of hunger receded, and it later disappeared 
entirely; different horizons opened up before Russia. 
Lucidity appeared again—the country is alive and it is now 
necessary to treat it. 


Why was privatization necessary? 


To LIBERATE the country from socialism, from the terrible 
shackles of a gigantic, all-encompassing, bureaucratic, 
wasteful, and inefficient state. 


Privatization was necessary to save it from the dominant 
influence of ministerial structures that were hobbling the 
whole country with corporative (their own private) interest, 
but which were shielded by the state and nurtured through 
it. 
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It was necessary to liberate society and the economy from 
the state, but also to remove the excessive burden from the 
state. This was a task of a colossal historic scale and vague 
methodological outlines. 


The first stage of privatization, the most dynamic, required 
almost three years, a colossal effort of forces, and political 
confrontation with the Supreme Soviet. All of 1992—and 
1993—-years of opposition of the congress and the Supreme 
Soviet to the president and the government, occurred along 
the line of the privatization program. 


The Supreme Soviet prohibited and abolished privatization, 
and the president introduced edicts again and again. 


President B.N. Yeltsin should be given his just due: Without 
his political choice and firm position, privatization would 
not have taken place in Russia. It had too many powerful 
opponents. Many criticize us, including very professional 
people as well. They make the charge that the main tasks of 
the privatization program have not been implemented. 


But it is always near at hand—‘The Privatization Pro- 
gram,” published on I! July 1992. It is clearly stated 
here—the main task of privatization is the formation of a 
section of private property owners. And this task has been 
resolved, whether anyone likes it or not. And not one can 
argue with this—neither Zyuganov, nor Zhirinovskiy, nor 
Shatalin, nor Luzhkov. 


We are reproached for the fact that the efficiency of the 
Russian economy was not raised as a result of the first stage 
of privatization. It is clear, however, that check privatiza- 
tion itself, the REFORMATION OF OWNERSHIP, could 
not have increased the efficiency of the economy. This is the 
task of the second stage, when market incentives are sup- 
posed to start working. When efficient enterprises will be 
able to find the institutional investor for themselves, then 
the motivation for work in such enterprises will also become 
different. The organization of management and the policy of 
production and selling will become different. 


In the meantime, enterprises, in essence, have not received 
anything for their conversion to joint-stock companies. 
They, it is true, tried to retain the “controlling block of 
shares of stock” for themselves, but they had a poor idea of 
what to do with them, and how, nonetheless, stocks are 
converted into real investments. In the first stage, the key 
word was “liberation.” Now, in the second stage, the key 
word is “efficiency.” 


Our Soviet director was brought up for decades on the 
notion that the Ministry of Finance, his ministry, and the 
chief of the finance office issues money. His eyes were 
focused on these points, and he discerned others poorly. The 
leadership sees, but there is no partner. When we are told 
that we destroyed the Soviet economy, I agree. Yes, we 
succeeded in destroying the command component in the 
Russian economy. But the instincts, habits, and ties 
remained, and the bent back remained. The uncommon 
director does not rush to the government, he does not seek 
ties with major officials in the Ministry of Finance and the 
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Central Bank, and he does not ask for favorable credits, tax 
breaks, quotas, and privileges. 


And so, finally, the director corps begins to hear that there 
is money not only in the safes of the Central Bank and the 
Ministry of Finance, but right under his feet, on the street. 
This truth reaches him just at the time that a director 
becomes the president of a joint-stock company. And the 
president, after consulting with economists, decides on a 
secondary issuance. He increases the authorized capital of 
his joint-stock company, from R100 million to R200 mil- 
lion, and, with this difference of R100 million, he issues 
stock and sells them in his own rayon. This is the way not 
only mythical “financial companies” can behave, but quite 
real enterprises. I think that the boom in this new joint-stock 
activity is already starting. 


In the meantime, a few started to collect money that was 
readily available—enterprises that had nothing except 
ideas: They issued stocks and sold them. And the stocks 
were bought! People were buying—mind you—not stocks of 
the VAZ [Volga Automobile Plant], which is well-known to 
everyone rt the stocks of a still nonexistent automobile 
plant. Now this process is starting everywhere—stocks will 
be issued not by several of the most resourceful Russian 
enterprises, but by hundreds of ordinary Russian enter- 
prises, confectionery factories, defense plants, and brewer- 
ies—all of those that need investments for reequipping and 
starting the output of products that are in demand. 


Today, despite all of the panicky cries of the opposition, the 
savings of citizens are growing sharply. The longest lines 
today are lines wishing to invest money. Big money today is 
not working in the economy, it is in the hands of the people. 
This money can be assembled only through the mechanism 
of the sale of shares of stocks. 


Previously, the state could easily rob the people, collecting 
their savings in the only Savings Bank, and financing their 
own “black holes” with this money. This avenue is elimi- 
nated in a market economy—the people will not take their 
money to this kind of a bank. They will take it only where 
there is a chance of getting it back, and with an increase. 


Behind the new key concept of SECONDARY EMISSION 
stands a complete revolution in the heads of managers of 
enterprises and in the types of financial flows in the state. 
The first revolution occurred when the directors understood 
that their future already depended not on fulfillment of the 
plan, but on whether they sold, or did not sell, produced 
products. This intellectual revolution in the heads of the 
directors occurred in 1992-1993, and the dimwits also 
needed 1994, when life put them in the situation in which an 
enterprise could survive only if its product will be bought, 
and if it will be paid for. The second intellectual revolution 
will approach when the directors understand that it is 
necessary to go to sources of financing for development and 
modernization of production not to the government, but to 
the financial market. An understanding of this will lead to 
profound changes in the economic behavior of enterprises. 


Such interesting things will begin to play a role here as a real 
market price of an enterprise that depends on how its stock 
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is quoted. The real price of an enterprise—just like an 
automobile—is that price that realistically can be received 
for it. 


A real financial market, without which a commodity market 
is impossible, is beginning to work in our country. 


Of course, the new situation will not be a boon to everyone: 
Enterprises that are outmoded, depreciated, producing 
unnecessary, obsolete, and ecologically questionable prod- 
ucts, and that are poorly managed, will end up in a bankrupt 
situation. The market, possibly, will even assign them a 
negative price. Some will have to close down, first of all 
those that absorbed public resources, pulverized them, 
taking away from the really poor, sick, and socially weak, 
depriving assistance to science, culture, and the education of 
our children. But to identify inefficient enterprises, what is 
needed is not the assessment of an expert, even a very fair 
one, but the realistic assessment of the market. Your plant is 
no good, because no one is buying its stock. 


Of course, there is a group of subordinate industries and a 
number of enterprises that the state will have to support in 
any case, regardless of whether they are efficient or not. 
EVEN IF WE WILL KNOW BEFOREHAND THAT 
THEY ARE KNOWINGLY INEFFICIENT, IT WILL BE 
NECESSARY TO SUPPORT THEM. This is the life- 
support structures. This is the coal industry and some part 
of the defense industry. But it will be much easier to resolve 
this task when the main part of the economy will consist of 
efficient enterprises. 


Everything that has already been done has led me to the 
profound conviction that our country is on the threshold of 
an investment boom. This is not a fantasy of mine, these are 
the findings of expert analyses of the big banks, and this is 
the opinion of prominent financiers of the world. 


A turning point is occurring not in the behavior of tradi- 
tional industrial investors, but of institutional investors. 


Industrial investors—Western firms—at first cautiously, 
timidly, and then more and more noticeably began to invest 
in Russian enterprises since the end of 1993. Proctor and 
Gamble, Philip Morris, Reynolds Tobacco, Coca-Cola, and 
Siemens. I am talking here only about industry, and I am 
naming firms that have invested from $50 million to $100 
million in specific privatization projects in Russia. More- 
over, the investments were made in approximately a half 
year. 


Industrial investors—industrial firms of the West—are 
acquiring blocks of stocks of our enterprises, they are 
improving technology, and they are changing the manage- 
ment structure and marketing policy. 


Just what is an institutional investor? This is a company 
whose profile of activity consists of managing money. Pen- 
sion, insurance, and other funds transfer their money to 
them, big money, and their task is to see to it that this 
money grows. So, these companies are in the stage of 
complete turnaround in their concepts about Russia. They 
can give us much more money than the government, and 
incomparably more than industrial investors. 
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Why will they invest money in Russia? For many reasons, 
starting with what are the most unpleasant for us, and 
ending with the most pleasant. From among the not very 
pleasant reasons is the low estimate of the value of capital in 
Russia. Today, our capital is substantially lower in price 
than even Latin American capital, for example, Argentina, 
at the low point of the crisis. If we are talking about oil 
enterprises, they calculate the cost of one tonne of oil in the 
rate of exchange of shares of enterprises, and they compare 
it with the world price. And it ends up 50 times cheaper than 
anywhere else in the world. 


As one businessman said to me: “It is impossible to commit 
suicide by falling out of a ground floor window. This means 
that the risk of investments in Russia is minimal. You can 
have only the dawn before you and, in principal, nothing 
else.” Of course, everything that has been said became 
possible only because the foundation has already been 
established in the country for a normal market economy, a 
financial market is being created, thousands of joint-stock 
companies have emerged, the bases for corporate legislation 
are being laid, and the Civil Code and the law on joint-stock 
companies are in publication; to put it briefly, a market 
culture is emerging, and this means that a centralized 
financial market is also emerging. 


It is because we already have all of this that the optimists see 
only growth ahead of us. They claim that the price of stock 
of our enterprises will be 50 times more within a year, 
REGARDLESS OF HOW EVENTS WILL DEVELOP, 
REGARDLESS OF THE SITUATION IN LEGISLATION, 
REGARDLESS OF TAX POLICY, AND EVEN 
REGARDLESS OF THE SCALE OF INFLATION. 


Only one thing can hinder this—a large-scale political and 
social explosion and the breakup of the country into parts. 
But this will not occur precisely because the country is 
already coming out of the tunnel, and light can already be 
seen ahead. 


We are already more attractive for the investment of capital 
than China and Latin America. The saturation of capital 
interests big business more than saturation of the com- 
modity market. It is assessing the potential growth of the 
Russian economy. Imagine some kind of a big and useful 
machine, for example, a stamping press. It worked a long 
time, and then it stopped. It turned out that some part had 
to be changed, and something had to be added. We are now 
in the stage of adjustment of this machine, and it is just 
about to start working with a productivity that is new for it. 
It is obvious that to the extent that it is repaired, our 
machine becomes more and more expensive. It simply 
cannot get any cheaper. This means that if somebody bought 
a screw for this press, he behaved very prudently. THOSE 
WHO ACQUIRE PROPERTY IN A PERIOD OF A 
RECESSION WIN IN A BIG WAY IN A PERIOD OF A 
RISE. Real property, of course—stocks of plants and of 
extraction enterprises, but not the inflated stocks of illusory 
companies like MMM, whose quotations they themselves 
pump up. 

We live in a country of big scales, big open spaces, and big 
processes. We have a fall in spirit, but also a rise in spirit. 
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This is why I talk about the radical increase in the price of 
capital of companies that perhaps are still not well known, 
but that started modernization, a change in managerial and 
marketing schemes, and which received the first invest- 
ments. They have begun to cost more on the capital market. 


Here is an example: the Telekom Company. The nominal 
price of a share is R1 2.5. The real market price is $6.50; that 
is, approximately R17,000. The ratio of the real price and 
the nominal price is R1,350. In my native St. Petersburg, 
after I conducted the check auction and privatized the 
Leningrad Optico-Mechanical Association (LOMO, a very 
large enterprise of the military-industrial complex), the first 
investors were attracted, and the real price of a share of 
stock rose by a factor of 130. A little more was done 
realistically at the enterprise, and its price has already 
grown. It would be as if you bought a rundown home in a 
village. A bad roof, a leaky corner, broke1: windowpanes... 
You bought it cheap. You raised the house, replaced the 
rotten timbers, you repaired the roof, although you covered 
it for the time being with prepared roofing paper, but it no 
longer leaks, you installed windowpanes... You brought in 
cement, sand, logs, and boards, and you decided to work on 
the repairs during leave. And then buyers come to you who 
are ready to buy your house, to give a price, a hundred times 
greater than it cost a week ago. You are not selling the house, 
but you know that your capital has grown. That is the way it 
is with LOMO. It is a very difficult economic situation for 
the time being, and substantial personnel reductions and a 
restructuring of production are in the offing. However, a 
team of international experts, with the support of the GKI 
[State Property Committee], prepared a reconstruction 
draft, developed a business plan with a full change in 
internal production relations, and with a change in the list of 
products being produced and in market policy. New busi- 
ness units are established, and each comes out indepen- 
dently on its sector of the market, works in it by itself, and 
answers for it itself. An increase in demand has started— 
over some several months. There have been no fundamental 
technological changes at the enterprise yet; for the time 
being it has only introduced elementary order and it has 
learned to sell that which it produces. Excess equipment has 
been put up for sale. And as a result—there has been an 
explosion in prices for LOMO stock. These awakened 
enterprises will not go bankrupt. What is needed is public 
confidence in the economy and in the economic policy being 
conducted—and the absence of panic and of high infla- 
tionary expectations. 


If there were no confidence, there would be no check 
auctions, nor voucher investments, and our check would not 
have any kind of price. Confidence—this is such an intan- 
gible, but very real thing, which is dearer than a gold reserve. 


I am often asked: But are you not afraid of foreign capital? 
Do not fear that it will seize the controlling block of stock of 
our leading enterprises, that it will become German (Japa- 
nese, American, Australian) property? I answer: I am not 
afraid. First, because many enterprises have no other pos- 
sibility of receiving the investments that they need to 
survive and to develop. Say, for example, that a famous 
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Baltic plant, the flagship of defense ship construction was 
converted to a joint-stock company. However, there are no 
real orders, and ahead of the enterprise lies a clear path to a 
crash and a closedown. A German firm was found that is not 
only ready to place its orders at our plant, but also to acquire 
a block of stocks, and to invest funds for technological 
reconstruction, Perhaps out of 12,000 persons several will 
be found who will sooner agree to be thrown out on the 
street than to work in a “German” plant, but, I think, that 
there will not be many like this. The overwhelming majority 
of workers and engineers will retain their common sense. 
After all, the plant did not go anywhere, it is standing in the 
very same place, and the people were not taken anywhere 
and, to the contrary, they got work, they are guaranteed a 
job, their family is ensured a living wage, the local and 
federal budget received their share of taxes, and the plant 
itself received the desired investments, improved the tech- 
nology and management, came out on the market with its 
product, received a source of additional income, and labor 
discipline and the culture of production were increased... 
What is it that is bad here? 


And what here is dangerous for the Russian state? Isola- 
tionism and fear of foreigners is characteristic of weak and 
complex-driven cultures and weak economies. The whole 
world is wide open today, the Japanese are investing capital 
in America, and senators and governors thank it. The time 
has arrived for transnational corporations that operate 
throughout the world. It is difficult to name even one large 
TNK [transnational corporation] in which 90 percent of the 
production would be concentrated inside one country... 
Mixed capital and production is scattered throughout the 
world... This does not prevent people from being very 
ardent patriots of their country, from respecting their own 
flag, from singing their own anthem, from crying and 
rejoicing over the victory of a national soccer team, from 
being proud of the quality of domestically produced cars 
and the riches of the culture of the people. It is time for us 
as well, no matter how difficult, to depart from the cosy 
psychology of “our” separate world; after all, we were 
pushed into it forcibly, and we were brainwashed for 70 
years, and the rest of the world was depicted for us as an 
enemy camp. It is time to stop being moved after seeing a 
pretty item made in a native enterprise: “After all, they can, 
if they want to.” We will be proud of ours, not because it is 
“ours,” but because it is good, no worse than someone else’s, 
briefly, it is competitive. 


It is terrible to come out into an open space from a crowded 
chamber in which several generations have lived, but, no 
matter, we will get used to it. After all, we got used to the fact 
that bread no longer costs 14 kopecks... 


Congress Report on Rise in Living Standard 
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[Text, under the rubric “Third FTR Congress,” of the 
report by the chairman of the Federation of Public 
Associations of Commodity Producers of Russia, Yuriy 
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Vladimirovich Skokov, at the Third Congress of Com- 
modity Producers of Russia: ‘““The Basic Objective of the 
Reforms Is To Raise the Standard of Living of Russia’s 
Citizens”’] 


[FBIS Translated Text] Esteemed participants and guests of 
the Congress! 


1. The Second Congress of Public Associations of Com- 
modity Producers of Russia was held last December in the 
city of Krasnoyarsk. It defined the Federation of Com- 
modity Producers as the sole representative of the interests 
of commodity producers as a union of regional and all- 
federal unions. This was reinforced by the Federation’s 
Charter, which was unanimously adopted at the Congress. 


This issue was raised because of the need to search for 
Organizational forms and methods by which all who are 
working in the sphere of commodity production or support 
their activity can protect themselves from the negative 
consequences of the economic transformations underway in 
the country. 


It was also the result of the awareness and understanding of 
the fact that the government seems to have “simplified” its 
role in these processes, declaring the reforms in the name of 
the state but restricting its obligation to nothing but 
attempts at chaotic introduction of various methods of 
regulation of the economy which are as a rule destructive 
rather than stimulating. After dismantling the former 
system, the government in fact abandoned its duties and 
responsibility to society for direct leadership of the very 
process of the creation of a new system of the national 
economy (I think this term has not yet lost its internal 
meaning) and abandoned its responsibility to create a 
system which is effective for simple people and ensures the 
realization of the most important thing, the conditions and 
opportunities for social guarantees. 


That is why the following position was stated and supported 
at the Second Congress: 


—that the goal of the reforms begun in the country was to 
create an efficient economy as the basis for realizing the 
highest values of a genuinely democratic state, protection of 
human rights and a person’s basic right to life and the rights 
to good living conditions, equal social opportunities, and 
social guarantees from society and the state; 


—that the solution of a problem which disturbs everyone 
today, the problem of political instability in society and the 
tranquility and predictable behavior of all its members, 
depends on people's confidence in precisely the realization 
by the state of the guarantees that at a minimum, as in the 
prereform period, they can earn and provide themselves 
with tolerable living conditions with money earned and paid 
promptly, and the state will be able to create secure condi- 
tions for this life; 


that the only basis for creating these opportunities is 
steadily functioning domestic commodity production devel- 
oping in the qualitatively new conditions, and that the 
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condition of this production and the very fact of its exist- 
ence are the boundary beyond which there can be only a 
nation-wide disaster. 


2. This position and recognition of the fact that a large-scale 
economic crisis has erupted in Russia compelled us to 
announce at the Second Congress the need to look for new 
approaches to managing reform processes. The demand was 
made to eliminate the monopoly right of the government as 
well as some of its members to issue unacceptable and 
destructive rules of life in the economy and of society 
without any generally understood responsibility for conse- 
quences. A demand was made concerning our right to 
participate in formulating and making decisions based on 
the principles and mechanisms for protecting domestic 
commodity production. 


Consequently, the “Declaration on the Rights of the Com- 
modity Producers of Russia” became the basic document of 
the Second Congress. 


3. In accordance with the Congress's decision, the president 
and prime minister were informed of its results. Mutual 
understanding and agreement were reached on the need for 
joint actions after the new makeup of Russia’s government 
is reconciled with the parliament in the first stage of 
negotiations. 


In February of this year, an appeal was prepared and 
addressed to the newly formed government in which atten- 
tion was again focused on the serious consequences of the 
processes developing in the economy. A draft agreement of 
an intent to cooperate whose signing would allow us to 
count on the creation of conditions for realizing the decla- 
ration’s basic provisions was also delivered. 


In connection with the government’s silence, in March a 
similar appeal was sent to the president calling for him to 
encourage the government to make the agreement official. 
But, despite his positive response, the government did not 
find it possible and advisable to accept the declaration and 
reach an agreement on a plan of joint actions taking into 
account the recommendations and desires adopted at the 
Second Congress of Commodity Producers. It was not even 
a member of the government who informed us of this, but 
rather the first deputy minister of economics, Mr. Urinson 
(you have the materials submitted by him). 


This position would be understandable in only one case— 
with actual stabilization of the economy and positive 
changes toward the basic reform objective of raising the 
standard of living of Russia’s citizens. 


4. It appears that the officially published statistical data, 
which seems to confirm that there are signs of improvement 
in the economic situation as compared to the start of the 
year, provided an illusory foundation for the government to 
believe, mistaking what they wanted for reality, that the 
process of solving the crisis had begun. However, in our 
opinion these data not only do not signify any “stabiliza- 
tion” in the economy, but, on the contrary, mask the onset 
of a new phase of crisis and intensification of the degrada- 
tion of commodity production. 
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The materials distributed to the Congress participants con- 
tain the thesis “On the Situation in the Russian Economy” 
prepared for the Congress by a group of specialists. The 
thesis is based on materials of the joint report of the FTR 
and INP [possibly Institute of Scientific Production] of the 
Russian Academy of Sciences, ““Russia’s Economy in 1994: 
Analysis and Prognosis,”’ which the participants also have. 
Consequently I will not dwell on analyzing the economic 
aspects of our life, especially since a separate report will be 
presented to the Congress on this topic. | also direct your 
attention to the fact that you have material distributed at 
the request of the vice premier Shakhray which could 
provisionally be called ““A Government Assessment of a 
Theme Based on This Question.” At the conference I also 
appealed to the representatives of the delegation to carefully 
examine these and other documents too when discussing 
and preparing a decision. I would like to mention that our 
materials were not prepared as a surprise for the country’s 
leadership. Thus, the report with the analysis and prognosis 
of the condition of the economy mentioned was officially 
sent to the president, the prime minister, and the chairmen 
of the Council of the Federation and the State Duma of the 
Federal Assembly in June and was in part used at the 
corresponding parliamentary hearings. The data cited speak 
for themselves, and trying to pretend that everything is fine 
and going according to plan is, to put it mildly, improper. 


As a rule the authorities do not like it when people talk 
about the negative results of the reform, but precise knowl- 
edge of the true situation is the basis for speaking intelli- 
gently and discussing results and planning one’s actions. 


And, obviously, one of the main tasks of the Congress is to 
adopt as our general position an assessment of the true 
situation in the economy and domestic commodity produc- 
tion. 


5. The people supported the economic reforms, in the April 
1993 referendum too, thereby and above all expressing the 
hope for and faith in the creation of opportunities to ensure 
a higher standard of living and real social justice. It is clear 
that achieving this depends on the level and scope of the 
country’s economy and its structural organization and atti- 
tude toward property. 


However, the government's program of actions for 1992- 
1994 and their realization in fact stimulated the appearance 
of a number of factors and a threat to popular expectations, 
which makes people today speculate on the latest deception. 
It is a very serious and dangerous historical conflict, the 
resolution of which may lead to unpredictable and complex 
consequences and changes in our life, since an assessment of 
this historical period is underway among simple people, 
largely on the basis of actual realities. But assertions that 
this is only the start and it will be better later are not very 
inspiring, and especially after the dethroning of the fairy tale 
about the bright future, which everyone became sick of in 
due course. 


Unfortunately, I must state that at the present time the 
slump in the economy is so significant in scope and deep in 
terms of level of production-technological collapse that the 
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process of restoring industry and recovering the lost posi- 
tions won with such difficulty earlier will be exceptionally 
complicated and entail great difficulties. However, the 
problem of recovery objectively exists and certainly forces 
us to seek a solution to it, even if only because demands to 
ensure a respectable standard of living—which is indirectly 
evaluated by amount of Gross Domestic Product per cap- 
ita—in a situation where our economy has almost declined 
by half in comparable units force us to restore this level first 
and recover the potential which would allow us to move 
ahead. 


The difficulties in resolving this problem are the result of 
the following circumstances: 


—At least 10-15 years with an annual growth rate in 
Gross Domestic Product of 4-5 percent, and in the first few 
years—10-15 percent, are required to restore the necessary 
economic base to ensure the possibility of greater prosperity 
and increased state expenditures for social programs. 


—This problem will require the appropriate resource 
support and once again a change in the structure of public 
production toward investment commodities rather than 
consumer goods. Of course, the choice between moderniza- 
tion of production and the consumer level is a problem in 
any economy, and in ours especially so. 


—Inasmuch as the recovery of industry and agriculture 
must be in a new capacity, it will require substantial 
investment costs, which become a very complicated matter 
given the loss of the former investment savings and techno- 
logical surpluses which cannot be offset because of the 
shortage of raw materials. 


—At this moment we are facing the critical question of in 
practice rescuing those sectors of industry (machine 
building, electrical engineering, instrument building, and so 
forth) whose absence makes a country’s economy com- 
pletely dependent on external factors and prevents it from 
relying strategically on effective development. 


—Of course, intensive development of the economy is 
possible when replacement funds as extremely important 
elements of the entire depreciation policy on the level of 
gross and net investments are created in a capacity capable 
of supporting production of either a new or an old product 
in its former volume but with lower costs. That, strictly 
speaking, is the essence and role of scientific-technical 
progress, the problems of which were not resolved in the 
first stages of the economic reforms and the potential of 
which have been altogether seriously undermined in our 
country at this time. 


—In any economy, complete employment, that is to say, 
the attempt to use the limited economic resources of society 
and the state effectively, is the basic task. Given this 
situation, the government's attitude toward the problem of 
unemployment and the procedure for an enterprise to 
declare bankruptcy seem at least strange and politically 
irresponsible. And both of them were above all the result of 
state economic policy. 
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Without getting into the nuances and essence of the rela- 
tionship of problems of inflation and unemployment in a 
market economy which we partially discussed at the last 
Congress, allow me to mention only that the earlier absence 
of unemployment in our country was a truly major social 
achievement which we have yet to assess. Especially since 
everywhere in the world the fight against unemployment is 
a most complex process leading to acute political clashes. In 
our country it appeared not as a result of harsh market 
competition, but as a result of state economic policy, which 
strictly speaking can explain the reasons for the bankruptcy 
of enterprises, while the forthcoming campaign for that 
policy has been declared one of the main directions in the 
government’s activity. It is clear that it will become a 
powerful stimulus for increased unemployment; conse- 
quently, most likely it is permissible to ask the authorities 
the following question: How is it that in fact the creation of 
unemployment, which is one of the main threats to human 
rights, and the shaping of its scope through the above- 
mentioned bankruptcy procedure have become the prerog- 
ative or rather administrative privilege of a group of offi- 
cials and a sphere of arbitrary, purely administrative action? 


The Congress should take a position on these questions, 
since on the level of the above-mentioned need to revive the 
economy, this theme is becoming extremely important, 
especially since the following demands are behind it: 


—either preserve jobs, which requires measures to protect 
the domestic market; 


—or create new jobs, which requires substantial internal 
investments and a search for sales markets in conditions of 
stiff competition; 


—or attract massive Western investments on a compen- 
sation basis using the uncertain export potential entailing 
the creation of jobs there and uncertain prospects for the 
development of our own jobs. 


All these substantial outlays and losses must necessarily be 
made through reduced expenditures for social problems, 
since the notorious outlays to maintain the defense industry 
are already virtually ended. 


These are only some of the questions related to the theme of 
recovering lost economic positions which | thought it nec- 
essary to mention, since obviously the time has come to say 
openly and concisely that at this time there are no longer any 
painless recipes for getting out of the economic disaster, and 
that we now face an alternative: 


—either the loss of economic independence with uncer- 
tain prospects for resolving the most complex social 
problem, unemployment; 


—or introduction of a system of restrictions and self- 
restraint, which will require, after a series of long and 
numerous deceptions and the ruin of the people's hopes, 
clear understanding of why, through whom, and for what 
purposes, what the result will be and when, and the most 
important thing, who the main agents will be and how they 
will be controlled. 
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The situation has become an urgent one in the sense that the 
time limit has practically run out, since we have already 
obtained a model of the national economy which soon will 
not have the economic resources to alter the situation and 
ensure the reproduction and independent development of 
the economy. 


Promising people that tomorrow everything will be fine 
when there is no reason to do so is even more immoral than 
stealing, because in this case faith and hope are stolen. 


6. Thus, the government seems to have no grounds to assess 
the situation as a positive one and continue to consider itself 
to have the right to fully and independently be in charge of 
our present and future. The question is not who is the one 
who gives various commands from above to those down 
below (decrees on taxes, bankruptcies, and the like are those 
very commands and directives), but why, what is the result, 
who is affected, what commands can be given, and what 
understandings must be reached with all participants in the 
extremely complex processes, above all with those who 
shoulder the main burden of the reforms. In this case we are 
speaking not of the ordinary system of negotiations of the 
three branches of power, but of the system of complicated 
social and social-labor relations, especially in a situation 
where we have left one shore but have not arrived at the 
other. Everyone is swimming, each to the best of his ability, 
but a group of people named by the government is riding in 
the boat itself and appears to be showing the way. True, it is 
not clear to whom they are showing it, especially since many 
have the problem of how to swim at all, holding to the side 
if they are allowed to, floundering on their own, looking for 
some way to improvise, helping one another, or stepping on 
their neighbors. And what should be done with the people 
who do not know how or cannot swim for some reason? It is 
likely the picture will be more complete if one remembers 
that fancy motorboats in which a small number of our fellow 
countrymen are proudly and independently enthroned are 
moving past at full speed from one shore to the other. 


Here the natural question arises—why, if that is the situa- 
tion and we have talked about it, cautioned against it, 
written about it, and even politely demanded, does the 
government pretend not to hear us and even become indig- 
nant at the very fact that someone is trying to protest, 
dispute its actions, or even on the whole lay claim to the 
right to evaluate the results? Are we supposed to consent to 
this and silently concur with everything that the government 
is doing and believe that everything is right? Or if we believe 
that we should be indignant and not concur, how do we do 
it? 

Evidently, we should remember that given a steadily func- 
tioning society (in all manifestations) where there are clear 
and precise rules for joint existence, interaction, and inter- 
relations of all the elements of the system named by the 
state, and when the economy, fairly stable and most inde- 
pendent of the mindset and viewpoint of a particular 
official, operates according to comprehensible plans and 
procedures accepted by everyone, such a categorical posi- 
tion of the government, perhaps, could even be explained, if 
the rules of this system envisioned such a thing. 
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But in our case, the transition from one system of economic 
activity to another, where there are no clear rules for living 
in society and the economy and where they are just being 
formed and the old ones are frequently unsuitable, then the 
question, who should reach an understanding on the rules of 
joint living and how? becomes important. 


In his message Mr. Urinson informed us that the problems 
which are disturbing commodity producers will be decided 
within the framework of the Contract on Social Accord and 
the work of the trilateral commission. Without questioning 
the positive orientation of these actions, and certainly not 
the efforts of their participants, | would like to give my own, 
for now personal opinion on this question. 


First, at the meeting with the president in April, I answered 
no to the question of whether we will sign the Contract, my 
reason being that we proposed an accord plan with the 
government back in December, and the government 
rejected it. The question comes to mind, on what should we 
build our confidence, on the fact that another agreement 
proposed later will be more effective and guarantee us 
participation in working out the basic rules of our life and 
make us confident that in the event the government refuses 
or is unwilling to work on this, it will answer for this in some 
way at some time? 


The president condemned the government's position and 
we postponed signing the Contract until better times. 


Secondly, I expressed my own fear that we were perhaps 
trying to adapt a certain old form of relations where the 
procedure for accord was determined by one requirement, 
unconditional agreement with the higher-ranking boss, to a 
fundamentally different situation. 


And thirdly, the procedure for choosing signatories remains 
unclear, and can we be sure that they fully reflect public 
opinion and the position of an adequate social cross-section 
and can we count on their agreement being accepted and 
supported in broad strata of society? Moreover, the mech- 
anism for realizing the agreement and accountability for it 
remains unclear. 


For example, with the Contract on Social Accord (Appendix 
2), the government itself pledged in 1994 to raise invest- 
ment activity and expand the structural perestroyka of the 
economy, meaning overcome structural deformations; to 
create acceptable economic conditions for the operation of 
the agroindustrial complex; to follow an active social policy 
focused on the stabilization of and consistent rise in the 
standard of living, and so forth. Of course, all this has not 
been done. At the same time, however, the participants in 
Point VIII of this Contract are aware of their great respon- 
sibility to society for fulfilling the obligations they have 
assumed. The question arises, what now, what should come 
next? 


That is not yet clear. 


With all respect to the high quality of the document, it is 
evidently possible to think of the Contract on Accord as the 
rules of conduct for the political elite in conditions of 
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reform for the purpose and exigency of unconditional com- 
pliance with the Constitution. 


As for the trilateral commission, here we have the very same 
problem of the old form and even the old substance, but for 
a different medium and different conditions. Moreover, 
there are also procedural questions: How should the partic- 
ipants be determined, and by whom and how should they be 
empowered to protect whose interests? What is the real basis 
for the obligation to realize the agreements, rights, and 
powers of the participants and the methods for resolving 
controversial, socially tense questions? What generally 
should be the topics in negotiations? Who determines the 
priorities taking into account the realities and the possibility 
of the demand for accountability and responsibility for 
one’s signature in the event of nonfulfillment, and so forth? 


It is likely that a mistake is being made—deliberately or 
not—where in a transitional, in many respects nebulous, 
period and while essentially rebuilding our home and 
demolishing a great deal, out of old habit we have blindly 
entrusted this perestroyka to people who by virtue of certain 
circumstances are at the apex of power, without stipulating 
the clearly defined measure of their responsibility for our 
fate and real life prospects and methods for demanding 
them. 


The old stereotypes are still preserved among the people: At 
the top they know everything, see everything, they know 
how to do everything and understand everything, and they 
remember us and are constantly thinking about us and 
looking after our well-being. All this has already been 
condemned by society along with abandoned totalitari- 
anism, and everyone knows that it is no longer that way and 
that there is no basis for these impressions, but our psy- 
chology has changed very little. 


7. But just what, properly, do we want, and what should we 
try to decide at this Congress? There is an opinion that most 
people have become apolitical and no longer trust anyone. I 
think it is much more complicated here. The apathy and 
lack of interest in politics today come from not under- 
standing what is going on, where to go. and whom to turn to 
for help, that is to say, from confusion. The bitterness, 
naturally, may come later—from lack of trust, uncertainty, a 
sense of a threat to one’s future, and the lack of under- 
standing of how to protect oneself. 


But we must not make people bitter from a sense that they 
have been cornered with no way out. It is then that the 
unconscious search for enemies and ill-considered and 
senseless radical actions begin. 


At this time we frequently hear harsh demands expressed in 
the same old phrase—“Down with...!” It is possible that 
people are expecting such harsh calls from this Congress. 
But the natural question arises—what next? Where is the 
guarantee that the new people who come and are at the top 
in the very same scheme and the very same system of 
relations will act in ways which are altogether outstanding 
and are understood and supported by all? Obviously there is 
no such guarantee. So it seems to me that we must respon- 
sibly realize that the demands must be sensible and make 
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certain that their realization can truly change something 
fundamentally or help create the conditions to prevent 
someone from hurting us all. 


There is more than enough reason to be disturbed by the 
situation which has taken shape in our country. But here it 
is important, and obviously this is our social responsibility, 
to find and firmly put to work a plan of actions to unite 
everyone to protect working people (I mean workers, peas- 
ants, teachers, doctors, directors, and entrepreneurs), their 
milieu, and their social opportunities. To demand and 
achieve the right to create a system of social guarantees to 
allow each person to be clearly aware of his place in public 
life and to put into practice clear procedures of interaction 
on all levels of social interrelations. 


Once again let us turn to the debate on questions of the 
economic reforms and put the focus on the fact that one 
theme is always present, the search for ways to influence the 
government so that it fulfills its obligations and so that it 
listens to our requests, recommendations, and advise, so 
that it does not unilaterally take action which harms and 
damages domestic commodity producers, and so forth. The 
search at present ends the same way—government inatten- 
tion to these requests and to the numerous demands for its 
resignation in the hope that a different one will be better. 


It is likely that more worthy and competent people can be 
found. But where is the guarantee that they will not imme- 
diately become convinced of their infallibility and their 
historical mission to utter the truth and impose on us what 
we do not want and what we do not agree with? 


8. Obviously, it is worth returning to the question, what do 
we want? I think that above all we want the following things, 
taking the realities into account: comprehensible rules in 
our life; comprehensible interrelations and responsibility on 
all social and authority levels; guarantees of reasonable and 
secure conditions of this life; comprehensible methods for 
obtaining answers to our questions; and our own participa- 
tion in resolving the problems regarding each person's fate. 


The question ts how to achieve this, how to get them to 
listen to us, how to formulate the necessary demands, and 
what instruments of influence to use to impel them to accept 
those demands and deal with them. 


Of course, the basis of any common existence includes 
informal agreements made official by some kind of docu- 
ment which clearly defines the contracting parties or 
proxies; the object of the informal agreements; the criteria 
or demands by which the interests of the parties can be 
reconciled; the methods for making the informal agreements 
official and for resolving disputes; and guarantees and 
methods of performance and control. 


These seemingly obvious things escape our attention when 
we begin to discuss the reforms and rules of the new life. 


Everyone talks of protecting human rights. The problems 
which disturb the common man seem to be clear and 
comprehensible: living and working conditions, employ- 
ment and the appropriate guarantees for the possibility of 
resolving social questions (housing, medicine, pensions, 
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insurance, childhood, and so forth), real access to the 
required consumer basket, and a sense of security and 
stability. Ensuring this is what the standard of living really 
means for the people. 


But where, how, with whom, and on what specifically 
should and can a common man reach an understanding as to 
this standard of living, and in doing so be certain that there 
are definite guarantees for realizing the informal agree ments 
reached, and that it is clear who can be held responsible and 
how if those agreements are not fulfilled. A no less impor- 
tant question is who and how can the resolution of the 
problems listed be ensured, thereby realizing not in words 
but in deed the slogan of protecting human rights. Whom to 
turn to and where—as was said before—to find the truth, 
this is a problem which is no longer just for the common 
man but for the director and the head of administration too. 
Evidently, everyone needs clear and comprehensible 
answers to these questions. 


The experience of the pre-Congress trips and discussions of 
this topic prompt us to give a most simplified scheme of 
speculations despite the high level of the Congress. 


The basic problem is that having proposed economic 
reforms to society as a necessary measure to create the 
foundations for a more respectable life, and then political 
reform as a means of accelerating the economic reform and 
perhaps guaranteeing the resolution of social problems, 
everyone seems to have ignored an important theme—the 
need for appropriate reform of social and social-labor rela- 
tions. It is precisely the lack of a solution to this problem 
and the lack of coordinated actions to resolve it and to 
formulate intelligible rules in the new life in which most 
people can participate which is the barrier which everyone 
stumbles upon in everyday activity. 


The authorities’ attempts to imitate this work with certain 
actions like the creation of the trilateral commission or the 
preparation of a general agreement, both begun in 1991. are 
objectively doomed to failure, since behind them one can 
see no mechanisms or foundations to ensure their realiza- 
tion. 


9. Let us remember that there used to be a planned admin- 
istrative-command-distribution system in our past life as 
the foundation and mechanism to ensure the realization of 
certain social relations. 


The question is not whether it was a good system or a poor 
one. Especially since it was a way to coordinate and manage 
economic activity where the effectiveness of the method of 
regulation worked out depends above all on the form of 
ownership. The question is how it was constructed and 
regulated and how the problem of social guarantees was 
resolved on this basis. Whether it is possible and permissible 
to reproduce the former system of guarantees in present 
conditions or not, and whether there is any replacement at 
this time. 


Of course, in that life the state was the owner and master of 
everything, but at the same time it was a state of workers 
and peasants. In order to realize its function of owner, it 
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hired directors and required them in entering into social- 
labor relations with workers to implement the negotiation 
processes necessary for this. In realizing its function of 
defender of the interests and rights of working people, by 
managing the trade unions the state fully charged them on 
behalf of working people to enter int» this negotiation 
process. 


In this way and in those conditions, a complicated negotia- 
tion process between the director and the trade union 
related to working conditions, the payment system, the 
necessary technical-economic plan indicators required by 
the state, and resolution of the problems of health care, 
housing, and other issues occurred at a low level. 


Here both contracting parties knew very well that the 
guarantee for the realization of the informal agreements was 
the adoption and ratification of the plan, and that the state 
which had the right to supply the plan was required to 
provide it with all resources. It is also important that all 
these aspects of development of the social sphere as well as 
the upper limit for the use of local labor resources were 
regulated by the regional organs of executive power. 


The result of the informal agreements was a collective 
contract which, | emphasize, was only the basis for subse- 
quent actions and an agreed-upon beginning for other 
negotiations. 


On the regional level, as a result of the subsequent stages of 
negotiations, the basic divisions of the collective contracts 
ended up in the drafts of the regional plans of socioeco- 
nomic development and became the basis for regional 
leaders to conduct negotiation processes with the organs of 
central and state power in which the interests of regional, 
industrial, and social policy were reconciled. On the top 
level, through the system of sectorial ministries, the 
demands of the collective contracts were transformed into a 
state plan of socioeconomic development of the country, 
which strictly speaking has in fact become the basis for 
supporting ali the informal agreements and, consequently, 
the basis for all the social guarantees. 


As is well known, just like the budgets the plans were put 
into effect by laws on the state level and decrees of local 
soviets on the regional level, which, strictly speaking, pre- 
determined responsibility for the exercise and realization of 
the social guarantees. 


In this way, the informal agreements on resolving social 
questions relied on the law under a comprehensible estab- 
lished procedure for moving negotiation processes from the 
bottom up and from the top down. And not only the leaders 
but even simple people knew, for example, when and how 
much housing would be built, what they could count on, 
whom to demand explanations from, and who was respon- 
sible for this. 


Now the planning system has been dismantled, and since 
that was the basis for the system of social guarantees, one 
can maintain that with the elimination of the basis, natu- 
rally the system of social guarantees itself collapsed as well. 
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So I would like to direct your attention to the fact that in the 
system of secial relations there used to be a negotiation 
process implemented and made official in a definite way. A 
seaatiadlon process is obviously also required at this time, but 
one implemented and made official in some other way. since 
other mechanisms for achieving informal agreements and 
fulfilling demands are in effect. Consequently, all the general 
and trilateral agreements and such prepared in the tradi- 
tional way and only at the top are doomed to not being 
fulfilled, while the foundations for their realization, 
resource support, and methods of movement both from 
below and from above are not clear. A market economy with 
its rules has still not taken shape, and as a result everyone 
seems to have fallen outside the system of guarantees. 


10. Today there must be a comprehensible explanation of 
why the majority of the people feel bad as a result of the 
reforms and what happened. The problem is undoubtedly 
the general state of the economy where the main role 
belongs to the government and its programs and actions, 
and the government is responsible for this. But for all of us. 
the method for protecting our social nghts and requirements 
in relation to the authors of these actions is also important: 


either for actua’, tangible effect of improved living 
conditions, and exactly how this should be expressed: 


or for limitations on bureaucratic arbitrary action and 
independence in behavior agreed upon in advance and a 
clear method, intelligible to all, for demanding account- 
ability in the event of deviation from these limitations. 


Obviously, a system different from the abolished one is 
needed, a comprehensible and tangible one which provides 
a procedure for negotiation processes and which regulates 
the objectives and rights of the participants and their 
responsibility. 


A basis and mechanism for realizing the informal agree- 
ments, different from the dismantled one, must be pro- 
posed, one where each person is seemingly able to see 
himself and recognize his place. 


Given a steadily functioning planned or market economy, 
general tariff agreements are evidently important and effec- 
tive, since in a balanced economy, guaranteed realization of 
informal agreements is possible (through taxes, the budget. 
credits, and so forth). In our complex transitional period, 
taking into account the actual decentralization of manage- 
ment of the economy, major regional differences and obsta- 
cles, tough problems with the budget, and other economic 
and financial questions, we can most certainly not rely only 
on these informal agreements, which are “broken” into 
types by procedures of preparation and fulfillment. 


Within the framework of preparing for this Congress, the 
working group consisting of representatives of the FTR and 
associations [“assotsiatsiya”) of territorial trade union asso- 
ciations [‘obyedineniye”}. political science specialists, 
economists, and jurists did work to analyze the problems 
outlined above and drew the conclusion that large-scale 
work must be undertaken, including attracting large num- 
bers of working people, work to create a system of social 
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guarantees and social protection based on introducing a 
system of negotiation processes, and work to prepare 
demands and achieve informal agreements on all levels of 
social relations, while ensuring the continuity of the entire 
process from the bottom up and the interconnection of all 
elements of the negotiation processes. 


The results of the informal agreements may be made official 
in the form of various types of agreements, but it is 
important that their normative-legal status in terms of force 
of impact and measure of responsibility is equivalent to the 
previous laws and decrees. A formal agreement is merely a 
means to make informal agreements official as the result 
and sum of a particular stage, but it is important that this 
formal agreement can be a directive for everyone and a basis 
of control and impact on the behavior of all participants in 
the negotiation processes without exception. Especially 
when social tension in society is rising and the stipulated 
rules, procedures, and informal agreements are not being 
utihzed, a comprehensible plan for making those who vio- 
late the agreement plan accountable regardless of their 
position must be established. And everyone must be 
employed in this system—directly or through institutional 
formations regulated precisely and on a coordinated basis. 


An important feature here is that as yet no one in the world 
has conceived of a higher motivation for human behavior 
than people's direct participation in the procedures for 
working out and adopting decisions related to their fate. 
Moreover, it is also important that power, viewed as the 
opportunity to influence people's behavior, may operate 
from the top down—that is how it is in any state, but it may 
also operate from the bottom up—that is how it should be in 
a democratic society. But to do this a system of negotiation 
processes must be created and launched. 


In this way, the system of negotiation processes, a system for 
preparing. adopting. and fulfilling informal agreements, 1s 
new in form: 


—a system of influence by the authorities (above all in 
social questions and social protection), as well as the basis 
for embodying laws, edicts, and other normative-legal doc- 
uments if they satisfy the informal agreements reached; 


the possibility in building a hierarchy in the system of 
informal agreements of creating the foundations of that very 
power vertical (with two-way movement) which so many 
people are saying is necessary. 


tt. The foundation of this system can only be a partnership 
which in its internal essence presupposes action: 


a partnership with clearly outlined and comprehensible 
objectives and tasks and means of achieving them. When it 
is clear who is doing what and who regulates what, that ts 
when the rules of partnership and ways to use them are 
comprehensible; 


a partnership with comprehensible powers of the partic- 
ipants and their rights, duties, and responsibility and a 
procedure that is clear to everyone for demanding this 
responsibility; 
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a partnership in which the participants have equal mghts 
in the procedure of the negotiation process itself, but 
different functions for realizing them: 


a partnership with the existence of an impartial judge 
(law or a unilaterally impartial participant in these new 
relations). 


Participation in this joint sociopolitical, social, and social- 
labor activity is, in Our Opinion, social partnership. 


What has been said seems extremely important, since rec- 
ognition of this or lack of recognition indicates whether we 
intend to live in a democratic society and a law-governed 
state. Whether we, as citizens of a great country, attain the 
right to become active participants in what is occurring, 
above all in working out the rules for our life and commu- 
nity and the rules of the game on the field of economic and 
social reforms, or whether our role, as before, must consist, 
even with injury to ourselves, of meaningless voting and 
approval of innovations devised by someone. 


In this connection, once again | would like to emphasize the 
theme of the need for immediate reform of the entire system 
of social relations. | think that the entire history concerning 
the declaration “On Rights of Commodity Producers of the 
Russian Federation” and our repeatedly unheeded evalua- 
tions and prognoses of development of the economic situa- 
tron and demands to stop and look around, listen, and come 
to an understanding, and so forth is an argument in support 
of this. 


The declaration was merely our announced intentions and 
objectives of our possible informal agreements with the 
government on ways to search jointly for a way out of the 
desperate situation and joint actions to stabihze the socio- 
political situation. But, continuing to utthze management 
techmiques more typical of a totalitarian state, the govern- 
ment did not deem it possible to see anyone as a partner, 
preferring the former command-admuinistrative ways and 
moving for the time being along the path of transformation 
of partner relations to institutions of advisors and consult- 
ants. That is necessary, but it differs fundamentally from 
real partnership. 


We are not heard, since they believe that they do not need 
partners. But we in fact believe that partnership is neces- 
Sary. since a government which does not support the activity 
and development of the domestic economy, destroys jobs in 
its Own country, is the main insolvent customer and main 
source of inflationary processes, and reduces rather than 
increases the state's income has long ago lost the role of 
indisputable spokesman of the interests of the state and 
must realize that an understanding must be reached on the 
rules of joint life. 


12. In this work, public associations of commodity pro- 
ducers along with other socially significant partners must 
participate directly without turning over this important 
matter to anyone else. Of course. the following things are the 
motives from which people make appeals and the reasons 
for demanding a particular organizational structure: 
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either this organization has the possibility of permitting, 
distributing. or providing something (that is how govern- 
mental and financial structures are structured); 


or this organization has the possibility to jointly work out 
a position which ensures joint social protection and sociai 
guarantees, as well as interpretations of the development 
and subsequent realization of methods to be used so that 
this position is recognized and protected (the structure of 
our Federation is so arranged). 


Obviously, a mistake is being made when people endeavor 
to consider the FTR a kind of parallel organ of power or 
endeavor to speak of the shadow cabinet within the frame- 
work of the given structure. Our task is certainly to prepare 
the foundations and potential for creating a system of 
negotiation processes, and to do that we need to organize 
work to do the following: 


to develop approaches and principles for shaping new 
social relations and, the most important thing, to involve 
large numbers of working people in this process: 


to develop and prepare economic and socioeconomic 
demands which on behalf of commodity producers must 
become the critena in reconciling interests. | emphasize that 
we must not develop alternative programs and make recom- 
mendations. We must consider our own socioeconomic 
demands as the criteria which must be used in these 
negotiation processes. 


Work along the following lines is necessary: 


the search for and realization of mechanisms which 
create and support opportunities and conditions to realize 
the informal agreements themselves: 


active participation in developing and introducing, on all 
levels of social relations, procedures and methods for nego- 
tiation processes and in assisting in the development of 
normative-legal enactments and agreements as a way to 
make informal agreements official: 


aid to certain socral groups in recognizing their place and 
role in the new system of relations and duties and respon- 
sibility, ard in stepping up their direct participation in 
negotiations, as well as aid in actively participating in 
developing and consistently realizing the entire system of 
negotiation processes which has a precise technology of 
operation, that is to say, methods for informal agreements 
for interaction, adoption of mutual obligations and guaran- 
tees, and responsibility for then. 


13. In this context, the union of the Federation of Com- 
modity Producers of Russia (FTR) and the Federation of 
Independent Trade Unions of Russia (FNPR) its very impor- 
tant. We have common goals—protecting hired workers. We 
must say distinctly that today the director, and the workers, 
and the managers, and budget workers are all hired. The 
difference is merely the sources for financing payment for 
their labor. 


The trade union used to perform the function of a control- 
administrative organ of state power (above all in relation to 
social questions), since back then it was not obvious what 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 














FBIS-USR-94-113 
20 October 1994 


and whom we had to jointly protect ourselves from and 
what to protect. At the present time, the creation of an 
efficient economy as the basis to give us the possibility of 
socioeconomic guarantees and the creation of a socially just 
society require protection from uncontrollable redistribu- 
tion of national wealth. The question is not who will be the 
master; the question is the socially effective use of redistrib- 
uted property and the basis on which socioeconomic guar- 
antees should appear in this situation. It is likely that in the 
stage of privatization, the new masters must take on a 
certain part of what used to be state social guarantees and 
bear responsibility for their not being fulfilled. 


The question is also that the formation of a healthy society 
protected from failure and uncertainty demands not only a 
system of social guarantees which makes it possible to 
provide answers to millions of people, but also demands 
serious work to unite these people for their own self- 
protection. And this is the basis of consolidation in our joint 
work with the FNPR. 


We must demand social justice and political stability, which 
can only be achieved through a social partnership, and there 
can be no social justice without a system of social guaran- 
tees. Society must recognize that if it is unable to produce 
this system, it is historically doomed. 


Undoubtedly. this must be not simply a demand, but an 
action to make all society and the authorities recognize and 
understand that demand, as well as an action to realize that 
recognition and understanding. Our partnership is also 
needed here; the FTR’s agreement with the FNPR as well as 
the agreement with the associations of territorial trade 
union associations (we have the documents in our hands) 
prove that. And, perhaps, the joint search for the founda- 
tions and principles of life in the new society is one of the 
most complicated questions which we must join together to 
resolve. 


The problem of consolidation of directors and work collec- 
tives is no less important. All these people together built the 
enterprises where they are now suffering together. The 
director used to be the symbol of an enterprise and often the 
symbol of the labor collective, embodying its position, 
expressing its interests, and possessing actual and moral 
authority on this basis. 


Many things have changed now. It is strange, but for some 
reason all those who directed the creation of a powerful 
industry (the so-called red directors) are marked as oppo- 
nents now. Those who at the price of their own hardships 
created an enormous amount of national wealth (working 
people, workers, and peasants) and those who fed, nour- 
ished, maintained, and preserved this country for many 
years are being forcibly pushed into unemployment and 
social despair. 


Powerful propaganda has begun biaming the corps of direc- 
tors for all the present economic troubles, and this is not 
being done without the energetic efforts of people who 
created nothing useful in life and therefore consider them- 
selves true democrats. This is done largely to be allowed free 
access to a share of the large common pie. 
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Most likely we should remember that from the standpoint of 
political economics, people joined together in order to 
produce, exchange, distribute, and consume something 
together. Consequently, the question of ownership is above 
all a question related to someone having a priority right to 
distribute the end product or income (from land, produc- 
tion, intermediary activity, and so forth). The state used to 
have this right in our country. A group of people is now 
redistributing this right on a monopoly basis, and this 
creates a dangerous situation in the future. 


This same privatization which at the start of the reforms 
outlined such fine objectives as achieving social justice and 
ensuring intensification of the economy has proven in fact 
to be the means and aspiration of certain people to seize 
power on the basis of uncontrolled and unquestioned redis- 
tribution of state property, which is being done on behalf of 
the people and supposedly for their benefit. But the bank- 
ruptcy procedure proposed to develop this process, this 
powerful source of unemployment being formed by degrees, 
is in general becoming the apex of social injustice. For it is 
precisely the state which formed the existing structure of the 
economy now being criticized and provided the assignments 
for production and oriented us to the future; it distributed 
things and forced people to do things. And now, having 
brought everyone to the brink of disaster, the state is again 
granting the right to pay for everything to those whom it 
used to and still does force to endure and silently obey. 


Therefore, an overwhelming majority of the directors and 
labor collectives have objectively now found themselves 
together—they will either perish together with the ruined 
enterprises which they created or seek an escape route 
together. 


It is also important to recall that the administration of 
regions, above all administrative-territorial formations, 
found themselves in no less difficult a position. For since the 
times of the Pavlov government, they were the ones given 
the responsibility for resolving all social questions, while at 
the same time the centralized allocation of any resources to 
do this ceased. Then many managers, who found themselves 
virtually alone, began to seek a solution to problems which 
arose with the state’s help. And once again a situation arose 
where the administration of regions, regional trade unions, 
and regional unions of commodity producers all together 
faced most difficult socioeconomic problems. 


14. The realization of these calls for unity becomes possible 
only if a system of negotiation processes is put into effect. 


In order to preserve the unity of opinions and recalling the 
mechanism established earlier and the system of social 
guarantees which was formed in previous years, one can also 
schematically propose a possible variant of a new system 
which we must discuss. 


On the lower level of this scheme, directors (managers and 
entrepreneurs) and leaders of enterprises regardless of the 
forms of ownership and type of activity are required to enter 
into negotiations with the collective of working people, the 
result of which should be a collective contract. It is clear that 
the substance of this contract and method of guarantees 
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must be different than before, but this too must have its own 
negotiation process definitely supported by the top level of 
power. To do this, directors and managers through regional 
unions of commodity producers must work out their 
common position and enter into negotiations with another 
partner—the regional trade union associations, which in a 
concentrated way express working people’s positions. And 
there must be a third partner here—the administration of 
the region which bears the complete range of sociopolitical 
responsibility. Informal agreements must be the result of 
these negotiations: on ways to resolve the region’s social 
questions; on methods of restriction and self-restraint; on 
levels of labor payment; on methods of social protection; on 
procedures for forming sources of financing for regional 
programs; on demands on the higher echelons of power; on 
the permissible level of unemployment; on joint efforts for 
protection; on methods of mutual support; and on rules for 
joint actions within the region (tariffs, taxes, credits, 
pledges, loans, and so forth). 


Inasmuch as regional unions of commodity producers and 
trade unions and administrative leaders are unable to find a 
solution to all questions, their informal agreements should 
encourage a higher level of the negotiation process in which, 
I think, four main partners should participate—unions of 
the heads of republics and regions, the Federation of Com- 
modity Producers, the Federation of Independent Trade 
Unions, and the government. 


Here it is important to mention the fact that now with the 
collapse of the totalitarian state, the government has ceased 
to embody the state, as it did before, but has perhaps 
become the main but still only one of the elements of the 
state mechanism; and therefore it does not have the right in 
realizing the idea of a social partnership to identify itself 
with the state. And this is even more important to recognize 
and properly interpret in conditions of the declared decen- 
tralization of management of the economy and the policy of 
federalism. All partners in the process of negotiations, 
relying on their positions and criteria developed, are equal 
in terms of adopting a coordinated decision (or informal 
agreements) and making them official. Later each of them 
acts in accordance with his functions and executive duty, 
and here the government’s duty as such is clear. 


Taking into account the transitional period and the lack of 
the essential laws, edicts or the corresponding decisions of 
the Federal Assembly, including a law on the budget for the 
current period as a means of supporting the informal 
agreements throughout the vertical level, could truly 
become the normative way to make the entire system of 
informal agreements reached official. 


On this level, interaction with the deputy corps which must 
also be included in the work along the entire hierarchical 
vertical becomes especially important. For working people 
and simple citizens, that is to say, most of the voters are the 
main group involved in partner relations in the territories. 
They are the ones who elected the deputies of the local 
dumas and particular deputies from single-seat districts to 
the State Duma and the Council of the Federation who are 
required by their duty to protect the interests of their voters. 
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Here I would like to direct your attention to the activity of 
the deputy group “New Regional Policy” and the possibility 
of the maximum number of deputies from single-seat dis- 
tricts regardless of their political partiality to participate in 
it. 

For we are speaking of the social responsibility of deputies 
to the people who elected them, rather than of someone's 
political ambitions. Under this scheme, one can speak of the 
closed technological process for working out and adopting 
the basic decisions on socioeconomic problems with a 
comprehensible mechanism of control. 


15. Undoubtedly, a special role in these processes in which 
both representatives of the FTR and the FNPR participate 
belongs to the collective contract, which should be a basic 
element of the system and the core in the work with people 
both in the stage of its adoption and in the stage of 
realization. It must be the basis for maximal involvement of 
all participants in the negotiation processes in its realization 
and the basis for targeted political actions to protect the 
provisions of the collective contract and the demands for its 
fulfillment or support of the conditions for its fulfillment. 


Aware understanding of the structural substance as well as 
the nature of the demands contained in the document and 
the methods of joint actions of the participants to form the 
prerequisites for fulfillment is important. That is to say, 
what, specifically, we mean, and what the priorities are; the 
right noted by participants to make demands or the method 
to obtain this right as well as the possibilities of ensuring 
mandatory fulfillment; guarantees and possible sanctions; 
the conditions, procedure, and opportunities for signing; the 
hierarchy and correspondence of demands in the system of 
agreements (what goes in the tariff agreement, what in the 
general agreement, what in the regional agreement, and 
what in the federal agreement); the plan for preparation, 
passage, and officialization; mechanisms of realization, and 
methods of control and support on the part of participants. 


The collective contract and work on it is an important 
instrument of collective action which is comprehensible and 
psychologically accepted by people, operated effectively 
through the plan system, and was not very remarkable 
yesterday but is clearly necessary today. It is an instrument 
which ensures aware and thoroughly conceived actions to 
achieve the objectives of one’s own collective protection. 


Work on the essence of the contract and negotiations whose 
result should be the collective contract and work on its 
realization are a process in which everyone should partici- 
pate. It is what in a new capacity should be the primary 
element in the proposed system of social-labor interrela- 
tions, and the path to the formation of new social relations 
lies through it. The task is to ensure that the signing of this 
document carries the force of the previous plan, which was 
protected by law. 


It is clear that today in this difficult transition period in 
places where things are happening the collective contract ts 
one thing, while in places where everything has stopped, it ts 
another. Important in this case is the movement of the 
negotiation processes upward, where the objective of an 
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agreement or general agreement is the demand to support 
the vitally important interests of working people; guarantee 
of work and employment; the level and conditions of labor 
payment; conditions and protection of work in enterprises 
of any form of ownership; social state guarantees in relation 
to property and the authorities; the basic mechanism of 
social protection and ways to resolve disputes; methods of 
monitoring compliance with social justice; the necessary 
level of income, taxes, and the budget mechanism in terms 
of social guarantees; the orientations and level of self- 
restraint of both working people and the government; guar- 
antees on protection of jobs and the domestic market; and 
guarantees of a mandatory response to existing socioeco- 
nomic problems. 


16. | would like to emphasize finally that thus the system of 
negotiation processes means rules of joint activity, interre- 
lations, and interaction, if you will, the rules of the game on 
all levels of social and social-labor relations. It is not simply 
conciliation commissions, but a complex negotiation pro- 
cess. 


The task of the Congress is to be clear on this question and 
make demands for the formation of such a system and 
determine a scheme for our participation in this work. 


Further, we need to be clear on the evaluation of the 
economic and socioeconomic situation and demands on the 
main ways to resolve the crisis as Our position and as a 
criterion for these negotiation processes. It cannot be the 
position of individual persons. 


In the event these proposals are supported, a Congress 
commission for negotiations with the government must be 
formed, and a declaration and the basic provisions of the 
agreement proposed by the government must be ratified. It 
is important to record that the system of negotiation pro- 
cesses must be introduced as a norm of behavior; only then 
will the demands being defended make it possible within the 
framework of the process to put questions of replacing 
participants in negotiations who violate informal agree- 
ments and other agents of agreement on the agenda. 


We must be clear on the plan of action which obviously 
must be the initial stage in the formation of the system being 
proposed, bearing in mind the following things: 


work must be organized with people locally, above all in 
labor collectives, to carry the meaning and objectives of our 
decisions in order to ensure support of our position in 
evaluations of the socioeconomic situation, as well as the 
broad participation of working people in working out a 
common position in terms of substance and demands in 
negotiations, obtaining authority, and support of the pro- 
posed method of actions; 


negotiations and the adoption of agreements on the 
regional level taking into account public support and the 
inclusion of the deputy corps in this work must be orga- 
nized; 

we must demand negotiations with the government, 
relying not on the decision of the federation leadership but 
on the decision of the Congress. 


RUSSIA 39 


A decision on support of the agreements of the FTR with the 
FNPR and the NRP [New Regional Policy] must also be 
adopted for the purpose of coordinated joint efforts. 


In order to prepare the necessary documents and for the 
purpose of the extensive involvement of the organization's 
members in the work using the joint potential of trade 
unions, commodity producers, and deputies, the Congress 
must review and indicate the orientation and plan of action 
of the Congress standing commissions created. 


It is also necessary to review and adopt a scheme and plan 
for realizing the system of negotiations, possibly using 
particular provisions of this report as the basis. We must act 
relying only on the support of people whose interests we 
intend to defend; and, consequently. we must clearly and 
comprehensibly explain to them what we want to do and 
obtain the support and authority to do it. 


In accordance with the decisions of the Congress, demands 
must be made to the government for negotiations on 
resolving urgent “painful” problems of the economy, 
including the government's fulfillment of obligations in 
accordance with the Contract on Social Accord. And if the 
president is unable to lodge a grievance against the govern- 
ment for violating informal agreements signed, we must 
help the president. 


In the event the government deviates from the proposed 
scheme of interrelations, proceeding from the results of 
actions based on the plan set forth. we may have to make 
political demands, including using a referendum as one of 
the most powerful instruments in the system of negotiation 
processes which must become a method for making and 
supporting working people’s demands for a worthy life. 


Administration Head Discusses Crop 
Procurement, Storage Progress 


954E0011B Moscow ZEMLYA I LYUDI in Russian 
No 38, 23 Sep 94 p 2 


[Article by N. Starodubtsev, chief of Main Purchasing 
Administration of RF Ministry of Agriculture and Food: 
“Who Will Gather the Harvest?”} 


[FBIS Translated Text} As we know, the guidelines for 
purchases of agricultural products and the creation of a 
reserve supply of food for 1994 were defined in the edict of 
the president of the Russian Federation “On the Liberaliza- 
tion of the Russian Grain Market” and the decree of the 
Government of the Russian Federation “On the Economic 
Conditions of the Functioning of the Agroindustrial Com- 
plex in 1994.” Besides this, in March the Russian Ministry 
of Economics, Ministry of Agriculture and Food, and Min- 
istry of Finance received orders from the government to 
plan the procedure for purchases of grain for federal and 
regional supplies. 


At the end of June a government directive resulted in 
allocations of 4.6 trillion rubles for the creation of reserve 
food supplies, including 2.8 trillion to agencies of the 
executive branch of government for regional grain supplies 
and 1.8 trillion to the Ministry of Agricultural and Food for 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 

















40 


a federal supply of produce and potatoes, as well as sugar 
beets and oil-bearing seeds for the production of sugar and 
vegetable oil. 


As far as the federal grain reserves are concerned, they will 
be created with a budget-secured loan in the amount of 1.8 
trillion rubles to the Roskhleboprodukt Corporation. 


Everything would seem to be in order, but the creation of 
the food reserves is progressing too slowly. All of the 
contracts for purchases of agricultural products have not 
been concluded yet. Contracts for grain, for example, have 
been concluded for only 6.7 million tonnes, but the pro- 
jected purchases will amount to 11 million tonnes for the 
federal supply and 25 million for the regional supply. 


Back in the middle of June the territories were sent 726 
billion rubles to purchase grain for regional reserves. In 
August they were sent another 700 billion rubles. It has 
already been a month and a half since the funds reached 
their destination, but the progress in their use has been 
extremely unsatisfactory. Whereas the loans have already 
been used for their designated purpose in Kursk, Volgograd, 
and Saratov oblasts, Krasnodar Kray, and some other 
regions, there has been virtually no progress in the creation 
of regional supplies in Belgorod, Samara, and Penza oblasts, 
in spite of the substantial quantities of threshed grain. The 
funds allocated for shipments of food grain to subsidized 
regions are being used too slowly. Moscow Oblast, for 
example, did not send its procurement agents to Krasnodar 
Kray for grain until two months after it had received the 
money. The procurement agents of Sverdlovsk, Kemerovo, 
Perm, and Yaroslavl oblasts are taking just as long to get to 
work. 


According to the data of Roskhleboprodukt, grain accep- 
tance enterprises had purchased only 3,846,000 tonnes of 
grain for the regional supply by the middle of September, 
which was equivalent to 770 billion rubles, but where are the 
other 306 million? For some unknown reason, this money 
never reached the rural producer. 


In view of all this, the RF Ministry of Agriculture and Food 
wired agencies of the executive branch of government to 
take measures to improve the use of allocated funds for the 
reserve food supplies, but this was not followed by the 
necessary reaction in several regions. 


Under these conditions, the RF Ministry of Finance is 
completely justified in its efforts to stop all future alloca- 
tions for grain purchases until the resources allocated earlier 
have been used for their designated purpose. 


Furthermore, grain acceptance enterprises have not done 
enough to organize grain purchases either. There have been 
reports of the refusal to accept barley, rye, peas, and other 
crops. The decree of the RF Government on additional 
measures to complete the harvest, however, mentioned the 
need to make arrangements for purchases of all grain 
delivered to federal and regional supplies and to require 
additional periodic reports on all types of grain, including 
wheat and rye suitable for human consumption. 
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In many regions the grain purchases are being held up by the 
absence of price agreements, although there would seem to 
be no uncertainty in this area. The government recom- 
mended that agricultural products for federal and regional 
supplies be purchased at the minimum purchase prices 
stipulated in interregional agreements. In fact, these were 
approved by all of the parties concerned, and everyone 
should know that any price below the recommended one 
could force producers into bankruptcy. 


The problems in the acceptance of grain have already led to 
a situation in which most of the grain has been on the 
threshing floor or exposed to the elements for a long time, 
while large elevators and warehouses stand empty. One of 
the reasons for the reluctance of farms to store their grain in 
elevators is the inordinate increase in acceptance and 
storage fees. Storing grain in elevators costs the farms 10-12 
percent of its value each month. This means that after 8 or 
9 months of storage the elevator becomes the owner of the 
grain virtually for free. 


To reduce losses and encourage the storage of grain in 
elevators, the RF Ministry of Agriculture and Food has 
recommended that acceptance, storage, and shipping fees be 
set at a level securing the preservation of all of the grain 
without bankrupting the farms. 


Shipments of potatoes and vegetables to regions of the Far 
North and other regions with limited delivery seasons are 
also in danger of being interrupted. The necessary funds 
have been allocated for the shipment of these products, but 
the procurement organizations supplying these territories 
are also doing their work too slowly. Furthermore, con- 
sumers have not done enough to secure territorial supplies 
of potatoes and vegetables. 


By the middle of September 20,100 tonnes of potatoes had 
been sent to regions of the Far North, representing only 70 
percent of last year’s figure, and the respective figures for 
vegetables were 12,000 tonnes and 81 percent. 


Contradictory Statements on Grain Imports 
Viewed 


954E0011A Moscow DELOVOY MIR in Russian 
22 Sep 94 pl 


[Article by Vladimir Sudakov, personal correspondent: 
“Grain of Truth—in Sprouts?’’] 


[FBIS Translated Text] Here is some food for thought. At the 
end of the first third of September, U.S. Secretary of Agri- 
culture Michael Espy reported the continuation of large 
shipments of American grain to our country after his talks in 
Moscow with his Russian colleague Viktor Khlystun. The 
latter explained that this would be only 5-7 million tonnes of 
different types of grain, including corn, bean sprouts, fodder 
grain.... Just 10 days later, news of an absolutely opposite 
nature arrived from Novosibirsk, where an agricultural con- 
ference was being held: “We have enough of our own grain,” 
said Vice-Premier Aleksandr Zaveryukha of the RF Govern- 
ment. “The gross yield this year will be around 90 million 
tonnes.” 
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Which one should we believe? What was the reason for Mr. 
Espy’s quick trip to the capital of Russia? Literally one day 
after his visit, an official from the Ministry of Foreign 
Economic Relations made the unequivocal statement that 
no purchases had been planned because there are no funds 
for them in the budget.... If the grain is to be imported, then 
how much of it will be in the form of the bean sprouts Mr. 
Khlystun referred to in his correction of the announcement 
made by the guest from overseas? Finally, after the Moscow 
agricultural summit, the heads of the Association of Peasant 
and Family Farms (AKKOR) were up in arms: What is 
going on? After all, the state still has not paid the Russian 
grain farmers for last year’s harvest!... 


A high-level government official who preferred to remain 
anonymous told me that it was a misunderstanding on 
Khlystun’s part, for which he was almost forced to resign. 
The talks actually pertained mainly to grain products, but 
we will gather enough of our own grain, barring inclement 
weather and fuel shortages. 


No one is in any hurry to deny the agricultural bosses’ 
assumption that it will cost less, for instance, to ship grain to 
the Far East by sea from the American continent than by 
train from Kazakhstan, but is this a good reason not to pay 
our own farmers—especially at a cost at least 30 percent 
below the foreign charges? We also wonder why our grain is 
less suitable for processing than the American grain...and, in 
general, why the “men at the top” prefer not to go against 
tradition, because we know that the huge shipments of 
American grain in exchange for dollars from sales of Rus- 
sian oil began in the days of the unforgettable Nikita 
Sergeyevich. Some people date this era back to the amicable 
settlement of the Caribbean crisis, saying that there was 
(and still is?) a certain set of secret intergovernmental 
agreements by which the USSR effectively supported the 
American farmer and allowed Jews to emigrate to Israel 
without any restrictions in exchange for the preservation of 
the Castro regime in Cuba and some other strategic conces- 
sions.... 


If this is true, then there is an explanation for some of the 
things that are happening today. In particular, it suggests 
that the American secretary was trying to preserve the status 
quo when he came to Moscow.... 


Meanwhile, the American farmer is still being paid in 
advance for a future harvest—with funds from the U.S. 
budget, in the expectation of reimbursement with Russian 
“crude resource” dollars. He, the American farmer, has a 
plan and a guaranteed state order. The Russian peasant, on 
the other hand, still has to advance the state his own labor 
and capital investments in his plot of land, without the 
certainty that his beloved state will pay him for his grain. 


Attracting Investments Into Privatized Enterprises 


954E0004A Moscow VOPROSY EKONOMIKI 
in Russian No 7, Jul 94 pp 22-30 


[Article by V. Zubakin, candidate of economic sciences, 
doctoral candidate, Russian Economics Academy: 
“Investments in Privatized Enterprises” 
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[FBIS Translated Text] By the time voucher privatization 
was completed in June 1994, hundreds of thousands of state 
and municipally owned enterprises were private. The 
majority of privatized enterprises today are faced not so 
much with the problem of development as of survival. 
Given chronic unpaid bills, rapidly rising costs, the shortage 
of circulating capital, and declining demand, the problem of 
attracting monetary resources has become paramount. 
Those enterprises which have solved the tactical task of 
survival and have not gone bankrupt now come up against 
the strategic task of investing major funds in technical 
retooling and the renovation of technology and products. In 
this context we will try to analyze the basic ways and means 
of attracting investments into privatized enterprises, exam- 
ining the question in the broader context of how to support 
enterprises in the post-privatization period. 


Participants in the process of post-privatization support for 
enterprises 


Today the basic structures aspiring to the role of partici- 
pants in the process of post-privatization support for enter- 
prises, including investing, are: 


—property management committees; 
—property funds; 


—territorial agencies for anti-monopoly policy and the 
support of new economic structures; 


—economic committees; 
—sectorial committees of oblast (kray) administration; 


—commissions for state support and streamlining of enter- 
prises; 

—employment fund offices; 

—commercial banks. 


As participants in the investment process, property manage- 
ment committees are getting ready to work on streamlining 
and bankruptcies due to the fact that the appropriate federal 
agency has been created in the GKI [State Property Com- 
mittee] structure. In addition, the completion of privatiza- 
tion is not far off, and committee officials are looking for 
work for the future. 


Property funds today are holders of shares of numerous 
enterprises, have representatives on their boards of direc- 
tors, and often have to deal with requests for help; in 
addition, fund officials are concerned for their own fate 
(there is a real danger that property funds themselves will be 
privatized). 


The territorial agencies for anti-monopoly policy and the 
support of new economic structures do handle financial 
funds, and privatized enterprises are ‘“‘new economic struc- 
tures.” 


Economic committees of krays, oblasts, and cities are bodies 
which—after having been formed from kray, oblast, and city 
plans—have yet to find their place in the course of ongoing 
economic transformations. Ever since the centralized plan- 
ning system was liquidated, these committees have tried to 
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be involved in all issues (financial, privatization, entrepre- 
neurship development, the creation of financial-industrial 
groups, and so on) but have not succeeded very well. 


Sectorial committees of oblast (kray) administration—a 
committee for industry, for example—do provide real help 
to enterprises. But the help is of the traditional type, 
subsidies from the local budget, “forgiveness” of debts to 
the budget, the organization of mutual offsets—and do not 
noticeably affect economic processes taking place in the 
territory subject to them. 


Commissions for state support and streamlining of enter- 
prises include representatives of all the above bodies; they 
have no working apparatus, no resources of their own or 
methodological support for their activity. They are only 
getting ready for that now (although there are already 
hundreds of potential bankruptcies in the oblasts). 


Funds for the development and support of entrepreneurship 
are ephemeral structures whose functioning is based on a 
contradiction: by helping enterprises on terms that are more 
favorable than bank terms, they quickly dry up; if they 
provide help on tougher terms, the funds might only support 
those which would survive without that help. 


On the pretext of creating (or preserving) jobs, the employ- 
ment fund frequently “resuscitates” people who cannot be 
helped. On the oblast or kray level, moreover, there are no 
cadres in the fund’s apparatus capable of properly evalu- 
ating investment projects. 


In the post-privatization period, commercial banks cannot, 
in principle—owing to the relevant system of normatives, 
reservation, and so on—help the enterprises (specific cred- 
iting schemes will be examined below). 


These structures are chiefly involved in supporting state or 
small private enterprises, while of the privatized enterprises 
only the major industrial ones receive aid. As for joint stock 
companies with authorized capital of | million to 50 million 
rubles (as of July 1992)}—and these form the majority 
among privatized enterprises—they are totally deprived of 
support today. 


Attracting stock capital 


Two years ago, opponents of the “people's” (voucher) 
variant of privatization pointed out that the sale of stocks 
for vouchers would not yield additional funds to develop 
production. In fact, when joint stock companies are formed 
on the second model, 5! percent of the shares stay with 
members of the labor collective while 29 percent are sold at 
check auctions, again to members of labor collectives and 
check investment funds (those are the statistics!). Neither 
the collectives nor the check funds have money to develop 
production. The remaining 20 percent are either reserved to 
state ownership or are sold at an investment tender or 
money auctions. Of the three types of privatization, the 
second one can yield some investments. Moreover, the 
investor who has won the tender and fulfilled the invest- 
ment program has the right to increase the capital stock of 
the privatized enterprise by 1.5 times and take over newly 
issued shares, thus acquiring a controlling package. 
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According to the present statute on investment tenders, the 
winner is determined on the basis of the minimum period of 
investing a fixed amount of funds according to a program 
approved by the appropriate property management com- 
mittee. If, however, the winner of the tender does not fulfill 
his obligations, the right to own the shares does not go to 
him. To be sure, the question remains: What is to be done if 
the situation has changed and the enterprise does not want 
that investment program but requires a completely different 
one? 


No matter what kind of agencies are now involved in 
managing a joint stock company, it is they which must 
decide and be aware that responsibility for the enterprise’s 
activity rests solely with them. No state body—fund, com- 
mittee, or ministry—has the right to impose its own inter- 
ests on the company. Control of investments, any changes in 
the course of investing, and reformulating of documents 
pertaining thereto, must be done by the company itself as 
the owner of the property. After all, property committees 
and funds are not management experts, nor do they have 
free funds. If shares of a competitive package are left at the 
disposal of a property fund for three years it will do no 
good—the fund can neither have any effective managerial 
influence on the company nor help it financially. But an 
investor who immediately takes ownership of a package of 
the company’s shares can in principle do both (this, at least, 
applies to some investors). 


We believe that the sole criterion for the choice of a winner 
should be the maximum amount of investments that have 
been put together by the time the competition is held via 
discounting in accordance with the refinance rate of the 
Central Bank of the Russian Federation in effect at the time. 
Of course, this criterion can in no way pretend to assess the 
effectiveness of the investment program; it is intended only 
to determine the winner of the competition. 


In addition, additional terms may be stipulated for partici- 
pants in the competition: 


—amounts and timeframes for the redemption of overdue 
accounts payable by the issuing enterprise; 


—implementation of measures designed to preserve all, or a 
certain number, of jobs for a span of up to one year; 


—the joint stock company’s conclusion of an agreement to 
ensure fulfillment of the terms of the investment. 


It must be pointed out that investment tenders are stipu- 
lated in the privatization plans of no more than one-third of 
enterprises converted to joint stock companies. What about 
the others? 


Advocates of voucher privatization always claimed (in 
response to criticism) that enterprises can obtain needed 
investments by announcing a second emission of their 
shares and placing them among potential investors. 
According to the new Privatization Program, however, no 
increase in capital stock (including with respect to re- 
evaluation of fixed assets) is permitted until at least 90 
percent of their shares have been sold. It is also important 
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that, inasmuch as increasing capital stock requires amend- 
ments to the charter, such a decision can be made only by a 
general meeting of the stockholders and no less than three- 
fourths of the votes of those present. 


In case of re-evaluation of fixed assets, capital stock can be 
increased in two ways—either raise the face value of shares 
issued earlier, or on the basis of issuing new ones in the 
amount of the re-evaluation. Moreover, the new shares are 
to be distributed among stockholders proportionally to their 
share and types, not “determined in the process of privati- 
zation” (for privatized enterprises) but recorded in the 
shareholders’ roster. This will prevent situations like last 
year’s conflict between the Aviastar Company and some of 
its shareholders, who were practically divested of their 
property. 


Joint stock companies are not obliged to increase their 
capital stock immediately as a result of re-evaluation of 
fixed assets, but if they do increase it through the attraction 
of additional investments or capitalization of profit, the 
re-evaluation has to be taken into account. Obviously, those 
who have not yet increased their capital in connection with 
past re-evaluation must take it into account as well (natu- 
rally, capital stock grows only on the basis of the fixed assets 
from which it was formed). This is done in order to equalize 
shareholders’ rights in conditions of inflation: a |,000-ruble 
share today is actually worth much less than a year ago. It is 
regrettable that Russia prohibits the issuance of shares 
without face value, for their face value is basically meaning- 
less. Hence, the company and its members have to pay a tax 
on a securities transaction, and moreover increasing the 
capital is purely a formality, given the absence of any 
physical growth of assets. 


And so, a re-evaluation of fixed assets and a corresponding 
increase in the capital stock (second emission) have been 
carried out. Now it is possible to attract new funds only via 
a third emission. 


Let us try to assess the costs of such a transaction. If the 
enterprise wants to attract | billion in additional funds, it 
has to pay a 5-million-ruble tax to register the issuance of 
the securities (0.5 percent of the amount of emission), 20 to 
40 million rubles on advertising, 50 to 100 million rubles to 
brokers who place the shares, another 10 to 20 million 
rubles to print the certificates, make changes to the roster, 
and so on. Costs total between 10 and 20 percent of the 
funds that are attracted, and there is competition with banks 
and finance companies which promise up to 300 or even 
400 percent annually. Moreover, no one can guarantee the 
enterprise that the planned share issue will be placed. The 
market is flooded with securities bearing tempting names 
like “diamond,” “gold,” and “oil,” and the competition is 
rising day by day. 


The only acceptable option for the enterprise is to try to 
interest institutional investors such as, for example, major 
check investment funds. If an emission syndicate can be 
formed from them and immediately buy up at least 50 
percent of the new emission, the placement of the remaining 
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50 percent among the public will not be as difficult, and 
whatever the outcome the emission can be considered 
successful. 


Credit 


There is an obvious answer to whether a privatized enter- 
prise can develop on the basis of loans at 250 to 300 percent 
per annum: it can’t. Nevertheless, most enterprises have 
taken out loans after privatization—if not to develop then to 
survive. 


For banks the basic question is a guarantee that loans will be 
repaid. Whereas the state enterprise was backed up by a 
guarantor (the state itself), the new proprietors—mostly 
small shareholders—cannot be such a guarantor. But when 
it comes to the security, in the form of the enterprise’s 
property, the basic problem for the banks is how to alienate 
the pledged property if the loan is not repaid, and how to sell 
it. Sometimes banks are stuck with property which they 
cannot sell to anyone, because it is nonliquid, or has a 
double lien on it, or it cannot be alienated without the 
consent of state authorities. Nevertheless, increasing num- 
bers of privatized enterprises are falling into debt bondage, 
and ever more units of real estate (which are the most 
frequent lien objects) are finding new masters. 


Recently, new players have been coming into the credit 
market—investment companies and funds. They extend 
credit to privatized enterprises for securities by making 
what are known as “repo” [unidentified] deals. The way it 
works is that the enterprise receiving the credit, which has 
some securities on its books (its own or someone else’s) sells 
them to the investment company or fund for a certain 
period (usually not less than five and not more than 90 
days), at the end of which the borrower is obliged to redeem 
them. The difference between the sale price and the buy- 
back price then constitutes the loan interest to be paid by the 
borrower. Usually, highly-liquid and solid securities are 
used for such transactions—shares of Sberbank or Mosbi- 
znesbank, or state domestic currency loan bonds. But some- 
times they can be the enterprise’s own shares (either new- 
issue shares or shares bought back from shareholders). Such 
a transaction is possible only when the investment company 
has a potential buyer for the shares in the event the borrower 
refuses to buy them back. 


Wider use of such transactions is blocked by two circum- 
stances: the low liquidity of the securities market in Russia 
and its poor quality. If a creditor who wants to reduce his 
risk assesses the securities offered to him in pledge much 
lower than their market value, he will acquire a hard- 
to-resist urge not to return the pledge, since the value of the 
securities is much greater than the credit extended. It takes 
a solid investment company to resist that temptation, one 
which values its own reputation in the funds market. But 
there are many more companies that try to build capital on 
the basis of fraud. For these reasons, the time has not yet 
come for the broad use of “repo” deals on the Russian 
market. 
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State support 


The main objects of state support in the post-privatization 
period are enterprises which are involved in sectors of life 
support (production and social infrastructure, food produc- 
tion, and so on). 


A number of regions (including Omsk Oblast) have made 
decisions on procedures for allocating financial resources 
and offering tax breaks (the portion subject to contribution 
to the local budget) to enterprises which have been priva- 
tized or are in the process. 


The allocation of state financial resources to replenish 
circulating capital, implementation of capital inputs, and so 
on (except for allocating earmarked funds to cover losses or 
pay off a difference in prices, and also credit resources on a 
repayment basis) and the offering of tax breaks are provided 
on the following terms: 


—the allocated funds and the tax breaks offered by the 
region’s administration are considered to be the state's 
share in the property of the subsidized subject; 


—regional property funds exercise rights arising as a result 
of owning a share in the property of the subsidized 
subject. The terms of the subsidy are stipulated by agree- 
ment, and the appropriate changes are made to the 
founding documents. 


If the terms (obligations) are not met, the allocated financial 
resources, including tax amounts not contributed as a result 
of tax breaks, are returned to the budget along with a penalty 
(fine) in an amount figured as a percentage of the amount 
subject to repayment (remittance). 


The amount of the interest is figured as the average rate of 
the Central Bank of the Russian Federation for the use of 
credit resources for the period from the time the financing 
began (or breaks were granted) until the time the decision 
was made to repay them. 


Failure to meet the above terms (obligations), in particular 
failure to make the appropriate changes in the founding 
documents within the period stipulated when the funds were 
allocated (or breaks were granted) shall entail discontinua- 
tion of all lines of financing and tax breaks, as well as 
recovery of the allocated funds (those not remitted to the 
budget) in an amount stipulated in accordance with the 
average credit rates of the Central Bank of the Russian 
Federation. 


Naturally, any increase in the state’s share of an enterprise's 
capital must be preceded by a reassessment of the fixed 
assets and, accordingly, the amount of capital stock. If the 
share of private persons declines somewhat after taking 
account of state investments, that is still better than shutting 
the enterprise down due to the lack of fixed assets, for 
example. Something else is cause for concern: because of the 
inertia of the mechanism for managing a joint stock com- 
pany (it takes at least a month to organize a meeting), the 
state is bound to gain a portion of the company’s capital—at 
the rate of 210 percent per annum it will rack up almost 18 
percent of the invested amount. 
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Foreign investments 


One postulate of the privatization conception in Russia was 
the inevitability of turning to foreign investors to effect 
structural restructuring of the economy. Now we have 
isolated examples of major investment by foreign investors, 
but it is not yet the rule, it is the exception. Economic and 
political life in Russia is too unstable, and the investment 
risk is high. 


In this connection, some hope can be placed on specialized 
international funds established by the European Bank of 
Reconstruction and Development (EBRD), the European 
Union, the International Monetary Fund (IMF), and other 
Organizations. Let us take a look at the mechanism of 
activity of one such fund. 


The Russian-American Enterprise Fund (henceforth, Fund) 
was registered in the State of Delaware as a nonprofit 
organization on 27 September 1993 at the initiative of U.S. 
President B. Clinton and Russian President B. Yeltsin. The 
first contribution was made in the form of a subsidy of the 
U.S. government through the Agency for International 
Development. The Fund was given a total of 340 million 
dollars for a three-year period. The Fund also has the right 
to attract additional funds from other sources— 
Organizations and private persons. The Fund operates under 
the general supervision of a Board of Directors chaired by 
J/G. [Dzh.] Corrigan, the former President of the Federal 
Reserve Fund of New York. President B. Clinton named 12 
U.S. representatives as Fund directors. It is expected that 
the Russian government will also name its representatives to 
the Board. 


The President of the Fund is R. Toubin [name transliter- 
ated], formerly the chief executive officer of the Liman 
[name transliterated] Brothers investment banking firm in 
New York. Offices of the Fund have been set up in Moscow, 
New York, and Khabarovsk. Later on, offices of the Fund 
may be opened in other regions of Russia. 


The Fund will operate along three basic lines: first, it will 
offer credit and place capital in enterprises which meet 
certain criteria, which will be discussed below. Second, it 
will provide selective technical aid to enterprises which the 
Fund has invested in and to potential recipients of invest- 
ment. Third, it will seek to find opportunities to exert a 
positive influence on the development of the private sector 
and private investment in Russia. 


The Fund's activity extends to small and medium-sized 
private enterprises in which the number of workers may run 
between 2,000 and 2,500 workers, but the Fund's invest- 
ments and credit are intended basically for enterprises 
having considerably fewer workers. Primarily the Fund will 
foster the development of economically viable Russian 
enterprises that are privately owned. It will foster the search 
for investment partners both in Russia and the U.S. as well 
as other countries, and will take part in joint enterprises 
within Russia if one of the partners is American. 


In the near future, the basic focus of the Fund will be the 
production sphere, in particular the production and sale of 
consumer goods. Fund staffers will also undertake to work 
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out a special program to finance small enterprises in partic- 
ular with the participation of Russian financial organiza- 
tions serving as investors. 


One of the basic ways to select enterprises as potential 
recipients of investment will be to examine specific appli- 
cations from private firms and entrepreneurs. The Fund has 
worked out an effective and convenient system which makes 
it possible to substantially reduce the effort and time needed 
to prepare and study applications. The choice of projects to 
finance will be selective, and the Fund’s decision with 
respect to each specific project will be final. 


Among the many criteria for assessing the economic pros- 
pects of projects are: the degree of training and work 
experience of the enterprise’s management personnel, the 
presence of a market for the sale of its goods, the qualifica- 
tions of its workers and office personnel, the need for 
additional production equipment, the competitiveness and 
quality of the goods, and its financial condition. 


Initial experience in Russian entrepreneurs’ interaction 
with the Fund has shown that without advanced preparation 
of the enterprise, the likelihood of effective contacts is next 
to zero. The ideal case is where the privatized enterprise has 
already received technical aid prior to meeting with a 
foreign investor, through the Russian Privatization Center. 
Let us elaborate. 


In early 1994, the Russian Federation State Committee for 
the Management of State Property and the Russian Priva- 
tization Center, with the support of the YeS [European 
Union], undertook to implement a program to help priva- 
tized enterprises. Basically, help will be provided in the 
form of consultation by highly qualified foreign and Russian 
specialists. In the process of formulating and implementing 
specific programs of transformation in the enterprises, con- 
sultants will work in close contact with executives and 
management personnel, and where necessary they will 
solicit the participation of major stockholders and represen- 
tatives of the labor collective. 


The help will be provided along the following lines: 


—the formulation of business plans, including technical- 
economic substantiations, in order to attract Russian and 
foreign capital to participate in the implementation of 
investment projects; 


—the transformation of organizational and managerial 
structures of joint stock companies, that is, refinement 
and regulation of the role of the company’s management 
bodies and appropriate links between the center and 
particular production units with respect to the manage- 
ment and distribution of financial and material resources; 


—the formulation of systems of management and control 
over the movement of monetary funds; 


—improvement of forms of bookkeeping and internal audit; 


—formulation of a strategy of activity for sales, supplies, 
and services; 
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—the creation of systems to analyze sales markets and study 
the competitiveness of the goods; 


—the training of enterprise managers in the techniques and 
methods of marketing and the creation of marketing 
services; 


—the formulation and implementation of programs to 
reduce production costs; 


—analysis of the use of production capacity and improve- 
ment of production management; 


—the formulation of a plan to direct and finance the 
enterprise's social sphere. 


The work of a group of experts should last for an average of 
three to eight months, and the cost of the services of 
consultants paid from funds of the program to help priva- 
tized enterprises will run from 500,000 to | million dollars 
for each enterprise. 


One of the expert group’s tasks is to provide aid to enter- 
prises in finding potential Western partners and getting 
them to cooperate with the enterprises receiving the tech- 
nical aid. Partners of this sort may be industrial companies, 
private commercial or investment banks, and state banking 
institutions (for example, the EBRD, the International 
Finance Corporation, enterprise support funds, and so on). 
The plans to be worked out may also include programs to 
retrain management and production personnel on an 
exchange basis in enterprises of Western Europe. 


The selection of enterprises which have submitted applica- 
tions to take part in the aid program will be accomplished 
on the basis of the following criteria: 


1. Enterprises employing between 500 and 10,000 persons 
are allowed to take part in the competition. Exceptionally, 
aid may be offered to larger enterprises as well. 


2. The enterprise must have completed the privatization 
process in conformity with existing legislation (at least 75 
percent of the voting shares have been sold). 


3. Stockholders, including enterprise executives and mem- 
bers of the labor collective, are interested in carrying out 
transformations; this must be reflected in the enterprise's 
application. 


4. The enterprise agrees to allocate financial and other 
resources to organize the work of consultants. Requirements 
will include cash funds, amounts of work expended by the 
enterprise’s management and specialists, experts’ access to 
essential information, facilities for the work, and also com- 
munications, transportation, and so on. In selecting the 
enterprises, account will be taken of their readiness to pay a 
portion of remuneration to the experts, but this requirement 
is not an obligatory condition on participating in the com- 
petition. 


5. Enterprises which are interested in getting technical aid 
must state briefly in the application, drawn up in an 
appended form, what kind of technical aid they need, their 
reason for asking for the aid, the anticipated results of it, 
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and also, if necessary, they must indicate the specialties of 
any consultants they would like to invite. 


The results of the first competition were unexpected. 
Instead of hundreds or thousands of applications, only a few 
dozen came in. This was due to the ineffectiveness of the 
efforts of the territorial agencies of the State Committee for 
State Property Management in the investment sphere, also 
the fact that privatized enterprises are not yet confident of 
the reality of serious help from outside. 


An analysis of the possibilities of investing in privatized 
enterprises makes it possible to draw the following conclu- 
sions. 


First, there certainly are Russian resources for investing, but 
getting them is not easy. We lack a goal-oriented state policy 
or administration of this process, and also the necessary 
infrastructure (investment banks and companies, and so 
On). 


Second, foreign investments are as yet practically inacces- 
sible to the majority of Russia's privatized enterprises. 
Getting them will require enormous preparatory work to 
bring Russian enterprises into conformity with interna- 
tional standards. 


Railroad Troops Deputy Chief Interviewed 
954E0015A Moscow GUDOK in Russian 5 Oct 94 
pp 1-2 


{Interview with Lieutenant General N. Koshman, 
deputy chief of Railroad Troops of Russia, by V. Chi- 
bisov; place and date not given: “The Fighting Men of 
the Steel Highways”’] 


[FBIS Translated Text] The Railroad Troops appeared in 
Russia as far back as 1851, when five independent railroad 
troop companies were formed on one of the first railroads in 
Russia—the St. Petersburg-Moscow Railroad. Stages of 
labor and battle exploits of the soldier-railroaders make up 
the history of the Railroad Troops.. 


The Great Patriotic War is a special paragraph in this 
history. The protection of railroad installations and the 
restoration of railroads—all of this was shouldered by the 
soldier-railroaders. It is enough to recall that a bridge 1,039 
meters long across the Dnieper was restored in 13 days 
through their efforts. Participation in the construction of 
railroad lines in the postwar period, coping with natural 
disasters, catastrophes... 


5 October is considered the holiday of the Railroad Troops. 


[Chibisov] Nikolay Pavlovich! Well then, who is he, the 
soldier-railroader? A builder, a repairman? How does he 
differ, for example, from those who serve in a construction 
battalion? 


[Koshman] The range of tasks that our troops perform is 
rather broad. The main ones are the technical protection of 
large railroad installations, the sheltering and restoration of 
railroads, and the construction of new railroad lines. We 
have highly qualified specialists for this and the necessary 
modern equipment. There are a lot of examples of this, and 
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it is enough to recall the earthquake in Armenia, Chernobyl, 
the explosions that occurred at the Arzamas and Sverdlovsk 
stations, the passenger train catastrophe in Bologoye, etc. 
We always come to help there where it is needed. Also 
well-known is our participation in carrying out national 
economic tasks—the construction of the Abakan-Tayshet, 
Tyumen-Surgut, the Izdel-Ob, BAM [Baykal-Amur Main- 
line}, and other lines. 


In contrast to the military builders who engage only in the 
erection of facilities, our functions are somewhat broader. 
For example, in resolving the question of technical protec- 
tion, we also build and put up crossings, and we guard and 
defend them. While we build railroad defenses, in a retreat 
of combat units, we destroy stations and major junctions, 
and we restore them when they are liberated. The Railroad 
Troops have unit combat banners and regular-issue 
weapons that the military builders do not have. 


[Chibisov] An edict of the president of the Russian Feder- 
ation concerning the status of the Railroad Troops also 
defines their place in the system of administration— 
“attached to the MPS [Ministry of Railways} of Russia.” 
Can this be interpreted as subordination to the Ministry of 
Railways? 


{[Koshman] No. We are a separate branch of troops. In 
accordance with the edict of the president of the Russian 
Federation, we are attached to the MPS. This again is the 
result of the tasks that confront us. There is a front and a 
rear area in a period of military operations. In resolving 
tasks of technical protection of the rear area, we must ensure 
the passage of trains through important railroad stations 
and water obstacles (if something is destroyed, we restore 
it). We operate here in the interests of the MPS and of the 
railroad on which we find ourselves. But, on a frontal sector, 
we ensure the work of transport in directions of interest to 
the front. That is why we have this kind of a status. 


[Chibisov] Nikolay Pavlovich! A reduction in the Armed 
Forces is going on now. The process is complicated; more- 
over, it is painful. For many, especially for officers, this is a 
loss of work and a state of social unsettlement... 


[Koshman] The reduction affected us as well. But just with 
the adopted measures, we succeeded in supporting the 
troops at the necessary level. After all, a large number of 
facilities entrusted to the former Ministry of Transport 
Construction require technical protection, together with 
MPS facilities. But it became a joint-stock company. Many 
construction-assembly trains and even trusts there col- 
lapsed, to put it mildly. The facilities ended up being 
stripped. In order to take them under our “protection,” it 
was necessary for us to increase the number of troops. And 
now this question is being worked on. Evidently, it will be 
submitted for examination by the Government of the Rus- 
sian Federation. 


[Chibisov] In connection with the fact that your activity is 
associated with the railroad, apparently a process exists in 
the Railroad Troops for selecting draftees who already 
acquired a transportation specialty in civilian life? 
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[Koshman] The question is interesting and complicated, 
and, | think, it has state importance. We continuously 
request and require that graduates of railroad schools and 
technical secondary schools go through compulsory service 
in the Railroad Troops. During service, a young specialist 
accumulates experience and increases his qualifications. An 
engineer's assistant receives the right to run a locomotive 
(they are the general Russian models in our country). He 
returns to civilian life already a master of his profession. It 
is also advantageous for the MPS to acquire such a locomo- 
tive operator, railwayman, bridge builder, etc., in its ranks. 
But for the time being, all we can do is to hope for such a 
draft procedure. 


We get young people who have already succeeded in 
working somewhere, or from a school and student bench. 
We train them ourselves. We have a good training base for 
this, there are training subunits where we prepare the 
necessary specialists. Along with special training, they also 
receive full combat training. 


Quite a few come to us for service on a contract basis. We 
take them gladiy—these are already established specialists. 
The equipment works more reliably in their hands, and they 
serve longer. 


[Chibisov} Where and at what transport facilities is it 
possible today to meet soldier-railroaders? 


{[Koshman] We are now conducting an electrification of two 
sectors: the Zilovo-Ksenevka on the Transbaykal Railroad 
and the Khabarovsk-Bikin on the Far Eastern Railroad. 
This is the only remaining sector that is not electrified on 
the Transsiberian Railroad. Previously, subunits of the 
Glavbamstroy [main directorate of Baykal-Amur mainline 
construction] worked here, but they did not complete it. 
Last year we extended the contact system on a 52-kilometer 
sector, and this year another 80 kilometers were given to us. 
The conditions are very difficult. The development of 
foundation pits in rock can be conducted only with the 
blasthole-drilling method. But the military railroad forma- 
tions that are commanded by Colonel V. Timoshenko are 
persistently moving ahead to the ultimate objective—the 
completion of the electrification of the Transsib. This will 
be yet another important milestone in the history of our 
troops. 


We are continuing work on the BAM [Baykal-Amur Main- 
line], and we are building the new lines Abakan- 
Mezhdurechensk in the Kuzbass [Kuznetsk coal basin], and 
the Ledmozero-Kochkoma line in Karelia, and at a number 
of other sites. In particular, we have undertaken the repair 
of trolley lines in Moscow at the request of the mayor of the 
capital. We have deployed our units here, revised the 
technology of the work, prepared the necessary mecha- 
nisms... And here is the result: In 1992, 9.2 kilometers were 
repaired, last year—36.5 kilometers, and today we are 
reaching the 50-kilometer mark. 


It must be said that the business managers are eagerly giving 
us work. We are trying to do everything in a high-quality 
way and on time. The soldier-railroaders are sticking to 
their word. 
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We are also conducting important work on our own instal- 
lations. This year, just in housing alone, we should start 
construction on 104,000 square meters. We are building 
barracks, depots, warehouses... 


[Chibisov] Nikolay Pavlovich, please accept the warmest 
congratulations on the holiday from the journalists and 
readers of GUDOK, among whom there are a lot of those 
who went through and are going through service in the 
Railroad Troops. 


[Koshman] Thank you. In turn, I extend the holiday greet- 
ings of the Railroad Troops to our veterans, the participants 
in the Great Patriotic War, and to all of those who are now 
going through difficult service among the Karelian lakes, in 
the Siberian taiga, and in the mud volcanoes of the Trans- 
Amur region, while performing their military duty. And I 
sincerely greet our coworkers, those who remained in the 
Ukraine, in Belarus, Kazakhstan, the Baltics, and other 
countries of the near abroad. We are bound together by 
friendship. This is our common holiday. 


Chief Inspectors Detail Railway Safety Issues 
944E1213A Moscow GUDOK in Russian 15 Sep 94 p 2 


[Article prepared by GUDOK correspondent A. 
Yudanov: “The First Law of Transport from the Net- 
work Conference of Chief Railway Inspectors’’] 


[FBIS Translated Text] Nizhniy Novgorod—A conference of 
chief railway inspectors for traffic safety was held in Nizhniy 
Novgorod. The progress of implementation of the Order of 
the Minister of Railways of Russia No. 111 of 8 January 1994 
“On Measures for Ensuring Traffic Safety in Railway Trans- 
port” was discussed. The conference was conducted by Yu. 
Gerasimov, deputy minister and chief of the main adminis- 
tration for traffic safety and ecology. He presented a detailed 
analysis of the traffic safety situation. 


Ye. Malev, first deputy chief of the Gorkiy Railroad, told the 
assembly about the economy of the mainiine under market 
conditions, its technical equipment, and about problems of 
ensuring traffic safety. 


The guests familiarized themselves with new devices that 
were presented to the railwaymen, including modern types of 
laying tracks and notification systems. Great interest was 
aroused by the method of mechanized repair of cars in the 
Viadimir depot. 


V. Kestetskiy, chief of the laboratory with the North Cau- 
casus Railroad, demonstrated a computerized stabilographic 
complex for pre-trip medical examinations of locomotive 
crews. This apparatus makes it possible in two minutes to 
examine an engineer and his assistant on the subject of 
readiness to conduct a trip, including diagnostics of the 
condition of the heart and the muscular system. 


The chief railroad inspectors discussed the deputy minister's 
report, explained what is happening on the mainlines to 
improve traffic safety, and submitted specific proposals for 
strengthening work and technological discipline. 
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“The country is in a difficult economic and social situation. 
The situation also remains difficult in railroad transport,” 
said Yu. Gerasimov. “The problems that are coming to a 
head require well-thought-out actions and a colossal amount 
of work. We must not allow our branch to weaken, and we 
must not los: the potential opportunity to develop the 
required volume of rail shipments and efficiently and con- 
tinuously guarantee them.” 


He reported that the strategy and tactics of operations in the 
sphere of ensuring traffic safety were defined last year at 
conferences in Liski and Omsk. Drafts of the order of the 
minister, attachments to it, and statutes on the inspections 
apparatus of the railroads and the divisions were discussed. 


Material of the technical inspections and checks show that 
the command staff and the inspections apparatus are con- 
ducting work on increasing traffic safety on the railroads. 
The work collectives of many enterprises and divisions have 
not had any wrecks, accidents, or cases of gross defects in 
years. 


The Ivanovo Division of the Northern and Salsk Division of 
the North Caucasus Railroad has been operating for more 
than 20 years without a wreck or accidents. There have been 
no wrecks or accidents for three years and more on the 
Bryansk, Likhovskoy, Nizhniy-Tagil, Achinsk, Svobodnyy, 
Viadivostok, Voronezh, Ulyanovsk, Penza, and Kartaly 
divisions. There has not been even one accident in the last 
seven years on the Viadimir Division of the Gorkiy Rail- 
road. 


This corroborates the fact that the system of preventive 
inspection and management by the traffic safety organiza- 
tion that has been adopted in railroad transport is suffi- 
ciently effective and successful. It is important that this 
system operates continuously and everywhere, and that it 
ensures guaranteed safety in each of the conveyer’s oper- 
ating positions. 


What has to be done by whom and when in the system of 
organization of accident-free operations is clearly estab- 
lished by Order No. III and by orders of the chiefs of 
railroads and divisions. 


The inspections apparatus includes a mechanism that, with 
qualified and continuously operating control and high 
exactingness and adherence to principles, is called upon to 
ensure the prevention of breakdowns and timely suppres- 
sion of violations of instructions and orders. 


However, it does not operate this way everywhere, and this 
is precisely why 2! wrecks and three accidents occurred in 
seven months and 20 days of August, simultaneously with a 
significant drop in the volume of haulage. Serious passenger 
train wrecks occurred on the Southeastern Railroad (at the 
fault of the Ukrainian railroads) and the October Railroad 
(because of track warping). In addition, 16 cases of the 
derailment of passenger train cars were permitted. 


The number of extreme safety violations, of course, is less 
than last year. But today it is impossible to evaluate the 
situation by means of a simple comparison of the number of 
violations for corresponding periods. It is necessary to 
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compare the percentage drop in the volume of shipments 
with the percentage increase or decrease in traffic safety 
violations. And here another picture is obtained. In seven 
months the volume of shipments, in comparison with the 
same period of last year, decreased by 28 percent, but the 
number of wrecks and accidents and also cases of defects fell 
by 6 and 23 percent, respectively. So the safety situation got 
worse. 


The wrecks, with the exception of one (on the South Urals 
Railroad) that was the fault of the engine crew, occurred 
because of shortcomings in the track and railcar adminis- 
trations. 


This year cases of deformation of railway beds resulting in 
derailment of moving trains became more frequent. The 
reason is that there is no system for maintenance of track 
formation in many divisions. 


Like last year, the situation was poor with respect to 
guaranteeing traffic safety at railroad crossings: There were 
253 collisions of transport vehicles with trains. Eighty-five 
persons died in them, 157 persons were traumatized. 


The situation remains difficult in the railcar administration. 
Five freight train wrecks were allowed by railcar-building 
workers. The main reasons for safety violations are failure 
to follow rules for inspection and repair of rolling stock and 
nonobservance of technology when preparing a train for a 
run. The shortage of tools and devices and spare parts and 
materials also has a negative effect. 


Serious safety violations are committed in the locomotive 
administration, especially on the South Urals, Moscow, and 
North Caucasus railroads. About 70 percent of the cases of 
defects with passenger trains lies on the conscience of 
workers of the locomotive depot. There are many cases of 
dismissal of engineers and their assistants from work 
because of alcoholic intoxication. The situation is especially 
unfavorable in this respect on the East Siberian, Trans- 
baykal, Kemerovo, Northern, Far Eastern, and Baykal- 
Amur Railroads. 


It should be noted that the majority of railroadmen ensure 
traffic safety. The number of slipshod workers in the net- 
work amounts to | percent, a little more in the locomotive 
administration. 


Among the others in the country, our branch remains one of 
the leading ones in the resolution of tasks that face the state. 


The main directions of the system of preventive measures 
for averting accidents and the specific requirements for 
resolution of its components are clearly set forth in Order 
No. 111. Organizational and technical measures for ensuring 
traffic safety have been elaborated and approved for a 
majority of railroads. The role and responsibility of the 
inspector apparatus has been defined. 


At the same time, a half year after this order of the minister 
came out, the collegium noted that the intolerable situation 
in ensuring traffic safety became possible only because 
many managers have removed themselves from continuous 
work with people and are not fulfilling the requirements of 
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the order. But the chief traffic safety inspectors do not 
provide the necessary control over the actual fulfillment of 
rules, instructions, and position duties by managerial per- 
sonnel. 


it ha) 


“You and I developed the provisions of the order,“ con- 

tinued Yu. Gerasimov, “so let us say frankly that the 
apparatus of the TsRB [not further identified] does not in 
full measure ensure control over their implementation. We 
examine this problem through the prism of the work of an 
inspector.“ 


The main qualities of an inspector are adherence to prin- 
ciple and objectivity. Unfortunstely some workers do not 
possess these qualities. To suit the wishes of the chief of a 
railroad or the chief of a division not to wash their dirty 
linen in public, they frequently underestimate the acuteness 
of a situation, and, even worse, conceal cases of violations of 
safety or their incorrect classification. 


As was brought to light, for example, in the Irkutsk Division 
of the East Siberian Railroad, every second case of defects 
was concealed from registration. In the Kasnoyarsk railcar 
depot, out nine cases of defects in January alone, only five 
were registered. On the Kemerovo Railroad, out of 10 cases 
of faulty ALSN (automatic locomotive signalling) with a 
summons for an auxiliary locomotive, only two were regis- 
tered. Cases like this were revealed on the Moscow, South- 
eastern, Sverdlovsk, Kaliningrad, and other railroads. 


What do they say? That the chief inspectors, participating in 
eyewash and making biased judgments, are losing their 
authority. We are becoming more and more convinced that 
many inspectors are avoiding personal participation in the 
conduct of inspections and checks, entrusting everything to 
their assistants. In the best case they themselves sign the 
certification. This results in extremely poor material on 
checks and inspections. 


On some railroads, materials on the commitment of traffic 
safety violations are drawn up in an untimely and negligent 
way. The Procuracy General sent a representation on this 
question to the Minisiry of Railways. It cites cases that 
corroborate the irresponsible attitude of the inspections 
apparatus toward the formulation of the indicated mate- 
rials. Official examinations on the Volga, Moscow, Kuyby- 
shev, Northern, and Baykal-Amur, and a number of other 
railroads were conducted in a slipshod way and with devi- 
ations from the established periods. 


Materials of official examinations on many wrecks and 
accidents were sent to organs of the transport procuracy 
with significant delays, with negligent formulation, fre- 
quently not in the original, without an indication of the 
dates of acts of certification and explanations. In some of 
them, the conclusions regarding the reasons for the acci- 
dents did not have sufficient justification... 


The lack of necessary data or incompleteness in the exami- 
nation material makes an investigation difficult, the real 
reasons for individual safety violations remain unexplained, 
and the guilty workers remain unpunished. 
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Of course, the inspections apparatus in railroad transport is 
relatively small in number. The problem of ensuring traffic 
safety cannot be resolved with its efforts alone. A system of 
preventive inspection must be activated in full measure. 
And there must be continuous reliance on the public. 


It is not accidental that | filled my speech with negative 
examples of the organization of guaranteeing traffic safety. 
This does not at all mean that work is not being done on the 
railroads and in the divisions on strengthening discipline 
and preventing accidents. 


But you will agree that given a continuation of the enumer- 
ated and other serious shortcomings in this matter, we will 
not resolve the problem of the safe transport of passengers 
and freight. 


As the deputy minister responsible for the organization of 
work in ensuring the traffic safety of trips on the railroads, 
this thought disturbs me. The chief inspectors of railroads 
with their apparatuses conduct checks and inspections, 
disclose shortcomings, find specific guilty parties, and make 
them answerable. Our apparatus conducts the same kind of 
work. Findings are reached practically on each wreck and 
after each inspection. 


But after a certain amount of time we check once again, and 
almost everything is repeated once again. Outwardly this 
looks like a mechanism that ts spinning its wheels. This 
cannot be permitted. 


In view of the situation that has developed, | consider tt 
necessary to activate the requirements of Order No. 111 of 
the minister and the decision of the collegium adopted at its 
meeting of 29 July. That which is occurring in the sphere of 
traffic safety is a direct result of formalism in implementa- 
tion of the order. It ts necessary to correct this mistake 
immediately where the normative acts are not defined 
concretely according to executors, dates, and all of their 
requirements. Where orders have been published and spe- 
cific measures have been outlined, there is strict control and 
a continuous principled demand for their implementation. 


The chief inspectors must restructure the style of their 
activity. Manage the process, monitor commanders, and 
make them responsible for work conducted with the URB 
[not further identified}, and strictly and in a timely way 
personally participate in checks and inspections. In a word, 
each sector associated with traffic safety must be under the 
continuous control of the inspector. 


The period has arrived for the introduction of new PTE 
[rules for technical operation of railroads}. Just how prepa- 
ratory work was conducted will in many ways affect traffic 
safety. Special attention has to be paid to preparation of the 
necessary documentation in the localities and the know!- 
edge of its immediate implementers. 


There are no trifles in guaranteeing traffic safety on rail- 
roads. Germinating accidents can be uprooted in a timely 
way only with a system of continuously and steadily con- 
ducted measures to strengthen discipline and increase the 
level of technical systems, and this, in turn, demands from 
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inspectors and commanders the promotion of self- 
discipline, adherence to principles, well-thought-out 
actions, and daily work for their realization. 


Let us operate this way. 


Far Eastern Railroad Official on Economic Plight 
954E00064 Moscow GUDOK in Russian 16 Sep 94 
pp I-2 


[Interview with A. Khodakovskiy, first deputy director 
of the Far Eastern Railroad, by V. Martynov in Kha- 
barovsk; date not given: “A Difficult Road to the Sea”) 


[FBIS Translated Text} At the recently held expanded ses- 
sion of the Technical-Economic Council of the Far Eastera 
Railroad there was a serious discussion of measures for 
stabilization of the financial and economic position of the 
railroad in the remaining moaths of the year and the imme- 
diate future with consideration of the changes worked out by 
the expanded collegium of the Ministry of Railways. A 
strategic course was elaborated, » hich is to be followed by the 
railroad that forms the last link of the Trans-Siberian rua 
extending to the shores of the Pacific Ocean. The “railread- 


Our correspondent V. Martynev talks with A. Khedakevskiy, 
first deputy director of the railread. 


{Martynov} Anatoliy Mikhaylovich, how important is the 
railroad in the vast expanses of the Far Eastern region? 


{[Khodakovskiy} Access to the ocean conditioned the nature 
of the transportation work there as well as its significance in 
ensuring the viability of two great krays—Khabarovsk Kray 
and Maritime Kray, and that of the Jewish Autonomous 
Oblast, Sakhalin, Magadan, and Kamchatka Obiasts, and of 
the foreign economic links with countries of the Asia-Pacific 


region. 


The railroad line must ensure delivery of goods for large 
maritime ports that operate year-round, such as Viadivos- 
tok, Nakhodka, Vostochnyy Vanino, and the port of Posyet, 
which is somewhat smaller in the volume of cargo it 
handles. Two railroad border-crossing points at Grodekovo 
and Khasan stations make it possible to move export-import 
Cargo into the contiguous states of China and Korea. 


In order to provide for the delivery of export and transship- 
ment cargo to the port of Nakhodka and the largest port in 
the Far East, the port of Vostochnyy, a second track was laid 
in the sector from Uglovaya to Nakhodka. At the same time 
this mountain railroad line was electrified and equipped 
with automatic blocking and electrically centralized 
switches and signals at stations. A new station, Nakhdka- 
Vostochnaya, was also constructed next to the port with 
modern means of automation. The Nakhoda terminal sta- 
tion was reconstructed. 


These major improvements made it possible to ensure a 
stable flow of cargo to the maritime ports and create certain 
reserves. They likewise made it possible to deliver export 
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and transshipment cargo and move out import cargo in a 
rhythmic manner during the “peak” volume years of 1985- 
1989. 


|Martynov] What makes it possible to ensure high-quality 
railroad transportation under the currently difficult condi- 
tions, and is it easy, speaking figuratively, to stay afloat? 


[Khodakovskiy} A decline in the volume of cargo shipments 
and drop in industrial production in Khabarovsk Kray, 
Maritime Kray, and the Jewish Autonomous Obdia:' led to a 
sharp decrease in the flow of cargo. Cargo shipping became 
minimally profitable, while the transportation of passengers 
is totally unprofitable. Such a financial and economic posi- 
tion of the railroad could not help but reflect on the overall 
technical state: There is a lack of funds for replacement and 
timely repair of locomotives and railway cars (particularly 
passenger cars) or observance of rolling stock and automa- 
tion equipment maintenance schedules, etc. 


To increase profits we are developing subsidiary-ancillary 
activities in every possible manner, primarily by offering the 
public various paid services and the production of consumer 
goods. As a result in the first six months such subsidiary- 
ancillary activities yielded R97 billion. At the same time 
certain measures were introduced allowing a substantial 
decrease in operating expenses and, in combination with a 
rise in shipping tariffs, an increas in profitability. 


At its own expense the railroad constructed more than 
87,000 square meters of housing in 1993, which is especially 
important for those railroad workers with housing at line 
stations. Our hospitals, polyclinics, out-patient clinics, tech- 
nical schools, and children’s establishments receive only 
50-60 percent of the minimum amount of necessary funds 
from the state budget. Therefore for the support of these 
establishments the railroad appropriated over R1.5 billion 
last year and around R2 billion this year. 


The decreased volume of shipments combined with a big 
increase in prices for products being consumed placed the 
railroad in a precarious financial position. In addition to 
that, our clients now owe us in excess of R88 billion. 


[Martynov} At the start of our conversation you mentioned 
foreign economic links. Are there any prospects in that area? 


[Khodakovskiy} The more than 30-percent decrease in 
shipment of export-import cargoes as compared with 1989 
and nonfulfillment of plans coordinated with maritime 
ports and shipping companies for unloading of railcars with 
export goods ended in a situation where during 1992-1993 
from 10,000 to 12,000 railcars with cargo were constantly at 
the port stations and on spur lines. At the same time, 
shipping requests of cargo shippers were being satisfied far 
from completely and with regard to metallurgical products 
by only a third. 


The vast accumulation of export and transshipment cargo 
seriously complicated the transportation process on the 
railroad, slowing down the cargo flow affecting the needs of 
other cargo consignees and leading to some major economic 
losses. 
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In addition, the shipment of cargo for export now involves 
.iumerous commercial structures and intermediary and pri- 
vate enterprises, which further complicates the situation. 


The railroad, jointly with maritime transport enterprises, 
conducted extensive work to perfect the planning of ship- 
ments and improve the interaction of railroad workers with 
sailors. We managed to convince the government that 
transportation plans must be established not by directives of 
the Ministry of Railways and the Department of Maritime 
Transport but by planning “from below,” which takes into 
account the processing capacities of maritime ports and port 
stations as well as the possibilities of the fleet for moving out 
the cargo. 


Such a system of planning made it possible in 1993 to 
increase the shipment of export goods by almost 40 percent 
as compared with the previous year. Even that, however, no 
longer satisfies the growing needs for the shipment of export 
and transshipment cargo. Shipping requests of cargo ship- 
pers-exporters are not being fully satisfied by the ports 
because of restrictions in the acceptance of cargo. 


[Martynov] Because of the absence of financing out of the 
budget, do you need to seek funds on your own to develop 
capacity? 


{[Khodakovskiy] We and our subcontractors are seeking 
nontraditional investment sources. The need to develop 
maritime ports and railroad approaches to them ts indicated 
by projections worked out by scientific research and design 
institutes. 


The DalmorNIIproyekt Institute predicts a doubling in the 
volume of export and transshipment cargo processed at the 
port of Vladivostok in 1995 as compared with the 1993 
volume, and a quadrupling by the year 2000. This requires 
the construction of new mooring facilities, additional rail- 
road yards, expansion of approaches to the port, and rein- 
forcement of the roadway between Ugolnaya and Vladivos- 
tok. 


The volume of cargo processing at the port of Nakhodka is 
predicted to almost triple by 1995 and more than quadruple 
by the year 2000. That too calls for re-equipping and 
development of the railroad sectors. 


A significant development of the port of Vostochnyy, the 
largest port in the Far East, is also predicted. The processing 
of export-import cargo there by 1955 is projected to grow by 
a factor of 2.6 and triple by the year 2000. The main 
increase in the volume of work there will be due to expanded 
shipments of export coal, petroleum products, and the 
assimilation of a variety of cargo new at the port (potassium 
salt, alumina, and other products). 


Such an increase in the capacity of the port requires aug- 
mentation of the handling capacity of the connecting rail- 
road line from Nakhodka to the port station of Nakhodka- 
Vostochnaya. 


According to data furnished by the management of the 
maritime port of Vanino and the design institutes, the 
processing of cargo is predicted to double by 1995 and grow 
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by a factor of almost five by the year 2000. A significant 
increase is planned in the capacity for handling coal, metal, 
petroleum products, and fertilizers. In order to ensure the 
delivery of such volumes of cargo to the port and also taking 
into consideration the needs of the newly constructed com- 
mercial port of Sovetskaya Gavan, a significant expansion 
in the handling and processing capacity of the Komso- 
molsk—Sovetskaya Gavan line will be necessary along with 
the construction of a by-pass around Kuznetsov Pass and 
over the Sikhoto-Alin range. At the same time it is necessary 
to develop the port station of Toki with the construction of 
a yard and a connecting line between Toki and the southern 
region of the port, bypassing the main line of Vanino— 
Sovetskaya Gavan. Much will have to be done for the 
commercial ports that are under construction. 


{[Martynov] You mentioned “commercial ports.”’ Please 
explain. 


[Khodakovskiy] New commercial ports are already being 
designed at the expense of interested export structures and 
construction has started in Sovetskaya Gavan with a link to 
the Sovetskaya Gavan-gorod station along with construc- 
tion of the Khasan commercial port with a link to the 
Suzanovka station. 


The Sovgavan commercial port which is under construction 
began processing export cargo in May of last year, consisting 
mostly of export timber. The design capacity of that port ts 
1.75 million tonnes. 


The Khasan commercial port, located on Zarubino Bay, 
began operating last year. It is also still under construction 
but has already processed 380,000 tonnes of export cargo. 
The design capacity of the port will permit the processing of 
2.7 million tonnes by 1995, while by the year 2000 it will 
process 7.7 million tonnes. According to data furnished by 
GiprotransTEI, Dalgiprotrans, and DalmorNIIproekt insti- 
tutes, the shipment of export-import and transshipment 
cargo through maritime ports will grow to 118 million 
tonnes per year. 


[Martynov] What must be done to ensure these shipments? 


{[Khodakovskiy] In order to resolve the complex questions 
associated with development of the transportation system of 
the Far East and perfection of the interaction between 
various forms of transport, it is feasible to form a regional 
coordination council for transport services. It must include 
participation of key leaders of krays and oblasts of the entire 
area covered by the Far Eastern Railroad as well as execu- 
tives of the Far Eastern Railroad, maritime shipping com- 
panies, and maritime ports of the Amur River Steamship 
Line. 


That public organ must examine and coordinate plans for 
development of transportation centers, and the handling 
and processing capacities of all types of transport, not 
permitting disproportions in shipping conditions while also 
seeking financial means for the development of the trans- 
port system with the participation of interested organiza- 
tions and structures. 
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It is necessary to keep various commercial organizations 
from building expensive maritime ports with limited han- 
dling capacities along with the existing modern transport 
complexes. In such cases all funds are invested only into 
construction of the maritime segment of the port. At the 
same time, without construction of the port station and 
railroad spur lines, the transport system will not function. 


With the participation of all interested sides, in the imme- 
diate future it is desirable to seek out funds for the elabo- 
ration of a general scheme for the development of the Far 
East transport network by leading design institutes. Such an 
approach would ensure comprehensive development of all 
types of transport, which would guarantee stable and reli- 
able transport servicing of the economy of the Far East 
region and satisfy the foreign economic requirements of the 
country. 


Railway Safety Record Scored 
954E0005A Moscow GUDOK in Russian 4 Oct 94 p 2 


{Article by correspondent V. Lendov, Novosibirsk: 
“Second Inspection’’} 


[FBIS Translated Text] People in the audience were embar- 
rassed to watch him. Inskaya Division Chief A. Kozlov 
stood there hanging his head like a scolded schoolboy. The 
deputy minister put the question directly: 


“Why did you resort to deception?” 


What could he answer? Facts are facts. Two adjacent 
kilometers of track that were repaired in May by PMS-20 
(N. Sorokin, chief) on the Inskaya-Cherepanovo section 
were rated unsatisfactory after being checked by the track 
measurer, and speed limit warnings were posted. But these 
kilometers were left off the deciphered tapes. The whole 
section was accepted with a rating of “good,” and bonuses 
were handed out. Ministerial auditors dug up the sorry 
story. 


Alas, many of the officials in attendance had to blush and 
blanche over the results of the planned audit that was 
carried out by the safety administration commission. 


Except that Deputy Minister Yu. Gerasimov, who con- 
ducted the investigation, did not call upon all the persons 
mentioned in the inquiry up on stage to give an account of 
themselves. After all, it consisted of 50 typed pages, each 
one containing specific cases of violations, unfinished work, 
failure to follow through, and official incompetence, and the 
guilty parties were named. 


Here are some examples as cited in the document and in the 
report of V. Bogomolov, deputy chief of the Main Admin- 
istration for Traffic Safety and Ecology. 


“The basic task—that of ensuring traffic safety—is not 
being handled well on the Northwestern Railroad,” 
Vladimir Nikolayevich said. “The situation is also bad in 
this regard on the Omsk and Altay departments as well as in 
the track, car, and locomotive facilities. In July, through the 
fault of workers on the Rebrikhinskaya Division, rails on 
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the Gilevka-Nevskiy section broke and caused a freight train 
to crash and 13 cars to derail (losses came to 50 million 
rubles). 


“There were 467 accidents, including 248 caused by car 
facility workers; cars were derailed on trains four times and 
during shunting 51 times; there were 10 cases of runaways 
and 24 decouplings. Car decouplings have increased due to 
defective axle boxes. 


“At the Inskaya PTO [technical inspection points],” V. 
Bogomolov continued, “we looked at a train that was ready 
to go. We were told that one car had been removed due to 
defective equipment. But the commission found 10 such 
cars. Of course the train was sent back up on the hump to be 
broken up.” 


The commission also found that sometimes the car workers 
“prepare” crashes. On 11 January, an axle neck broke on a 
freight train headed east. Nobody opened the axle box 
during inspections at Barabinsk dispatch station. Later on, 
at Chik, nobody noticed it was heating up; at Ob station 
nobody noticed anything, at Kleshchikha no inspectors met 
the train, and on the next section the neck broke; fortu- 
nately, damage was slight. 


Are people on the Western Siberian Railroad going to keep 
on counting on luck? Even after repairs, things are not 
always shipshape. In the Barnaul car shed (V. Safonov, 
chief), wheelsets are placed under the cars without being 
measured; the Maintenance-3 shop does not have templates 
to measure wheelsets. During Maintenance-3, hydraulic 
dampers are not changed, and springs and drive generators 
are not removed from the central part of the axle for 
inspection and repair. The workers are technically poorly 
trained. 


The commission is also concerned about things in the 
maintenance-of-way department (V. Ovcharov, chief), 
which is to blame for the only crash on the railroad this year. 
But the trouble is that all the departments are guilty of 
substandard work. On the Omsk, Altay, and Novosibirsk 
the number of cases has doubled. Although the average 
point rating on the road was 119, 219 kilometers are rated 
unsatisfactory. The worst scores in July were on the 
Biyskaya division (V. Blednov, chief), the Novosibirsk (S. 
Priyezzhev), and the Zarinskaya (P. Shegortsev). On the 
Barabinskaya division (A. Panikhidnikov), one-fourth of 36 
kilometers that were inspected got an unsatisfactory rat- 
ing—and some of them have a score of up to 4,000 (!) 


points. 


Things are not well, again, in the locomotive facility (I. 
Kamnev, service chief). More than three-quarters of cases of 
substandard work on passenger trains are the fault of 
Novosibirsk depot workers (S. Trotsenko) and Barnaul (A. 
Dimitriyev). Two coupler breakaways are on the conscience 
of 3arabinsk depot engineers (due to violating engine oper- 
ation and braking rules). Many cases of substandard engine 
repair have been found. 


The passenger operations facility has also done its bit (V. 
Vasilyev, service chief and deputy railroad chief), likewise 
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the shipping service (Yu. Vasilyev), signalling and commu- 
nications service (A. Zharov), and others. 


The commission also noted laxity on the part of the rail- 
road’s auditing apparatus (V. Aksenov, chief auditor) in 
regard to eliminating detected shortcomings. 


Naturally, in addition to noting the facts, the inspectors also 
determined the causes of all the problems. They included 
incompetence, ignorance of operating instructions and 
directives on the part of many in the workplaces, the low 
level of labor and technological discipline (almost 2,000 
absences since the start of the year), and showing up for 
work drunk. 


Unfortunately, the case cited at the beginning of this arti- 
cle—concealing defects, embellishing the truth, and in effect 
resorting to deception—is by no means an isolated case. 
Sometimes the Ministry of Railways receives reports that 
orders have been carried out even though no one has started 
to do so. 


Many of the top officials of the railroad are not doing their 
normative duties with respect to going out in the field to 
inspect. Or, sometimes, they just go through the motions. 
Their inspections are superficial. In most cases, as a result, 
no orders or directives are issued and guilty parties are not 
brought to account. Yet many shortcomings were registered 
during a previous inspection by the Central Repair Base one 
and a half years ago, and everybody promised to correct 
them. 


Well, after the Ministry of Railways commission checked 
everything—not on the basis of old documents but “in the 
flesh” —and after an hours-long analysis of the results of the 
inspection by Deputy Minister Yu. Gerasimov, the time of 
reckoning was at hand. On 2 September, Railroad Chief A. 
Borodach issued a special order. A plan of organizational- 
technical measures was attached to the order so that every- 
thing wouldn’t be confined to promises. 


Also attached to the order was a list of heads of services, 
departments, and enterprises who had failed to comply with 
Order 1-TS and official obligations and normatives. It 
includes 102 names. All of these persons have lost all their 
bonuses for August. 


At the end of the meeting, the Deputy Minister expressed 
confidence that this discussion would yield a breakthrough. 


It seems to me, though, that most if not all ought to institute 
their own second inspection—an inspection by conscience, 
by the desire a man needs to be at ease with his conscience. 


Volga Railroad Chief on Nonpayment Issue 
954E0005B Volga Railroad Chief on Nonpayment Issue 


{Interview with Volga Railroad Chief Yuriy Ivanovich 
Tsittel by S. Kasatyy, Saratov: ““Nonpayments Are Sur- 
mountable’’] 


[FBIS Translated Text] In August and September, the Volga 
Railroad’s overdue accounts receivable for shipments were 
reduced by 40 million rubles. How was this accomplished? 
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Our GUDOK correspondent talked to Yuriy Ivanovich Tsit- 
tel, chief of the railroad, and asked him to respond. 


[Tsittel] In the first 10 days of September alone, the total 
accounts receivable decreased by more than 13 billion. In 
the second 10 days, despite the fact that freight rates were 
raised starting on the | Sth, the debts did not increase. Work 
with clients recently has been more effective. We have 
stated firmly and unequivocally: we can’t haul goods free. 


What are ways to recover debts? The main way is everyday, 
painstaking work with clients and close partnership rela- 
tions. Of course there are sometimes bans on submitting 
empty cars for loading. We consult on debt payment sched- 
ules and monitor compliance literally every day. 


An example: our work with the Lukoyl Company. This solid 
client also had a solid debt with the railroad—23 billion 
rubles. We signed an agreement with the following terms: 
Lukoyl is to pay | to 5 percent on old debts and 95 percent 
on rates. In less than the two final days of the month the 
debt was down to 5.7 billion. We are confident that by the 
end of September it will be down to zero. A similar scheme 
of agreements has been arranged for other major clients. 


We have also revitalized the work of the Tekh.PD [uniden- 
tified] and freight stations. In the Saratov Tekh.PD we are 
replacing the computers with newer and more sophisticated 
ones. We estimate that this will make it possible to receive 
more up-to-date data on insolvency, analyze them, and do 
something about it immediately. In addition, it will make 
people’s work easier and improve results. 


Thanks to mutual offsets in August alone, the railroad 
received 26 billion. Analyzing the course of mutual offsets, 
we noticed that one inhibiting factor is the practice of 
submitting bills to recipient railroad enterprises. We 
instructed departments and stations that in addition to 
submitting waybills they are also to submit a bill for 
payment at the same time. Thanks to this, the work has 
speeded up greatly. 


Along with prepayments and barter, we are starting to 
introduce the promissory note system for shipments within 
oblasts of Volga areas that are served. The Volgograd 
department was the first to convert to this form, and it has 
already received promissory notes totalling 12 billion 
rubles. The Saratov and Yershovsk departments will be 
next. 


We were gratified by the Russian government’s decree of 9 
September, which approves the Railway Ministry’s initia- 
tive of concluding inter-sectorial agreements to limit prices 
and rates. We hope that this timely decree will give new 
impetus to efforts to reduce accounts receivable and help to 
improve the railroad’s financial position. 


REGIONAL AFFAIRS 


Investors’ Reason for Panic Analyzed 

954F0086A Novosibirsk VECHERNIY NOVOSIBIRSK 
in Russian 14 Oct 94 p 4 

[Article by Vadim Manenkov: “Investors Are Panick- 
ing”’] 
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[FBIS Translated Text] A recent article in IZVESTIYA 
under the heading “Massive Bankruptcy Threatens Russian 
Banks,” prepared by the Expert Institute of the Russian 
Union of Industrialists and Entrepreneurs, panicked many 
commercial bank depositors. 


Of course, the authors of the article hasten to reassure 
juridical persons—industrialists and entrepreneurs: No 
matter how alarming the situation is, not even the massive 
bankruptcy of small banks will have catastrophic conse- 
quences for the country’s economy. Since “a majority of the 
industrial enterprises do not have large depositors,” and 
commercial-middleman organizations “keep a substantial 
part of their funds not in the form of deposits, and not in 
Russia.” Well, there is little in this that is comforting for 
those whose savings are actually in the form of deposits. 


But, perhaps, there is still no need to panic: The conclusion 
about the threat of massive bankruptcy was made by experts 
in the capital, and, in the final analysis, Moscow is still not 
all of Russia? At the request of the readers of VECHERNIY 
NOVOSIBIRSK, your correspondent conducted a quickie 
poll of our Novosibirsk bankers in order to clarify how they 
assess the situation. 


Tamara PYSHKINA, manager of the department of supervi- 
sion of commercial banks of the Main Administration of the 
Centrai Bank of the Russian Federation for Novosibirsk 
Oblast, gave an evasive answer: 


“Yes, there is a trend toward deterioration, but not cata- 
strophic deterioration. All 34 independent Novosibirsk 
banks that are monitored by us will be obliged to publish 
their balance sheets on the year’s results, and then the 
depositors will see for themselves the true state of affairs of 
those financial-credit organizations where they have opened 
deposit accounts.” 


“But if,”’ I ask, “a bank goes bankrupt before the end of the 
year? How many unprofitable banks, nevertheless, do we 
have today?” 


“I do not have the right to name the number, after all, this 
could aggravate the position of the banks themselves,” 
answers Tamara Alekseyevna. “In addition, the unprofit- 
ability index is not always indicative that depositors will not 
get their money back...” 


If here in the city. nonetheless, God forbid, a massive 
bankruptcy of banks occurs, then to avoid the breaking of 
windows in the main administration of the Central Bank by 
angered depositors, | want to immediately give notice that 
Tamara Pyshkina, in fact, is forbidden, according to instruc- 
tions, to publicize the indices of any commercial bank 
whatsoever without its concurrence. Well, but what bank 
will give its concurrence, especially if its affairs are deplor- 
able? But this is already a question for our legislators. 
Parliament, incidentally, has already prepared the draft of a 
new law concerning banking activity. Maybe it will change 
something (if the financial lobby does not prevent it). In the 
middle of September, in a seminar with the participation of 
specialists of the mayor's office, which your correspondent 
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also attended, Tamara Pyshkina named several figures that 
to a certain degree characterize the position of the local 
banks. 


“Many of them,” said the manager for the supervision of 
commercial banks, “work at a loss.” The portion of overdue 
indebtedness totals R54 billion—this is 9 percent of the 
total volume of credit deposits. At some banks, it is up to 20 
percent. It is difficult to make a judgment about the volume 
of irretrievable credits, because the banks frequently pro- 
long debts... 


Not expecting to receive any further useful information in 
the state organs, | turned directly to managers of commer- 
cial banks. 


Sergey Borisov, the deputy general director and director for 
development of the Guaranty Bank, replied: 


“I do not think that ruined banks will close down, it is more 
likely that they will begin to sell their shares to those who are 
in a position to buy them. And the process of buying up 
banks by other banks, financial groups, and industrial 
enterprises is already under way in Novosibirsk. But all of 
this is occurring practically unnoticed by the rank and file 
depositors.” 


In the opinion of Anatoliy ZVYAGIN, the manager of the 
board of directors of the Moscow Business Bank, many local 
banks have really large losses, and nonpayments are 
increasing: 


“For example, the Moscow Business Bank,” he said, issued 
credit of R400 million to the Novonikolayevskiy Bank, and 
there is complete catastrophe there now. Sibakademstroy 
is in debt to us for R700 million, the Aviation Association 
imeni Chkalov—a billion rubles, and trade enterprises of 
the city—approximately the same. But this is all, | empha- 
size, overdue indebtedness that we sooner or later will 
receive, and we do not have any irretrievable debts. But, in 
general, the situation for the banks is difficult. For example, 
Zapsibtransbank cannot return R 13 billion of issued credits. 
And this cannot be called an unusual case: All told, 
according to my calculations, the nonreturn of credits in the 
city is on the order of R150 billion. Everything is reaching 
the point where the weak banks will become branches of the 
strong banks. 


Yakov Ginsburg, vice president of the State Center Bank, 
believes: 


Out of 34 Novosibirsk banks, 18 will probably cease their 
existence as independent financial credit institution in the 
near future. This is mainly those banks that appeared at the 
very end of the monetary boom under conditions of a 
continuous increase in refinancing rates, and they practi- 
cally engaged in skimming—they sold “cheap” money at a 
“high cost.’ But now, when it is necessary for the bank to 
work exactly like a financial organization, 50 percent are 
simply not ready for this. 


Viadimir Zhenov, president of the Municipal Bank of Viadi- 
vostok, said about the articles in IZVESTIYA: 
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“To answer unequivocally, I do not agree with the newspa- 
per’s catastrophic forecast—this is only one of the variants 
of the development of events. Although, of course, the whole 
banking structure within the scope of the national economy 
is living through difficult times. All of this is aggravated by 
the lack of normative documents. I guarantee our depositors 
all payments that the Municipal Bank is supposed to make 
by December. Beyond that I cannot give a 100-percent 
guarantee, because I do not know what the new rules of the 
game will be in the next economic year...” 


All of the remaining bankers who were polled by your 
correspondent think that the situation is very alarming. A 
journalist does not have the right to give depositors specific 
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recommendations to which banks money should not be 
entrusted. Therefore, the role that the state has assumed for 
itself is perceived by an outside observer as particularly 
abnormal. If the Central Bank of the Russian Federation 
issues a license to banks for the right to conduct financial 
activity and it can take away this license, then it seems 
logical for the state to assume responsibility to the deposi- 
tors who lose their money as a result of the bankruptcy of a 
bank. As, for example, in the United States. The State Duma 
has already considered the question of establishing a federal 
reserve fund for insuring the deposits of juridical and 
physical persons. But it is not known when this fund will be 
established. 
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POLITICAL AFFAIRS 


CP Leader on Relations With Kuchma 


954K0019A Kiev PRAVDA UKRAINY in Russian 
30 Sep 94 p2 


[Interview with Yevgeniy Marmazov, secretary of the 
Communist Party of Ukraine Central Committee and 
leader of the Communists of Ukraine faction of deputies, 
by V. Fomenko; place and date not given: “Both Left and 
Right Can Be Right’’] 


[FBIS Translated Text] More than two months have elapsed 
since the people of Ukraine elected Leonid Kuchma the new 
president. And this whole time there has been a tense struggle 
between political parties for influence on the president. Some 
politicians are striving with might and main to turn him onto 
the track that was laid by Leonid Kravchuk. Others are 
calling for him to take an uncharted path. Yet others are 
simply prepared to profess whatever you like, just as long as 
they are not overshadowed. 


In a number of features our newspaper has described the 
position of the national democrats, who have sharply opposed 
certain innovations of Kuchma. We would recall that Rukh 
has gone into opposition against him, and the same cool 
attitude was demonstrated at their last congress by the 
Republicans and the far right. 


How are the parties of the left and, in particular, the 
communists building their relations with the new president? 
This is the subject of an interview granted our political 
observer V. Fomenko by Yevgeniy Marmazov, secretary of 
the Communist Party of Ukraine Central Committee and a 
leader of the Communists of Ukraine faction of deputies. 


[Fomenko] First of all, Yevgeniy Vasilyevich, how has the 
correlation of forces in parliament changed since the by- 
elections? 


{[Marmazov] As we all know, of the 60 newly elected 
deputies, there are only four communists, one socialist, and 
One person from Rukh—the rest are nonparty people. But 
there are among them many that support our party and on 
whose support we are counting. Our faction in parliament is 
currently the largest—it has 88 deputies, whereas the others 
have considerably fewer. Of course, we do not have a 
parliamentary majority but when matters of principle are 
being discussed we try to win the support of other factions, 
specifically of the “Center,” the Unity faction, and others. 
Such cooperation is frequently obtained. 


[Fomenko] Are you interacting with the new president? 
After all, the communists, as we all know, were opposed to 
the presidential form of rule. 


[Marmazov] Yes, this is the case, if we go by the aims of the 
Communist Party of Ukraine Program. But when faced with 
a choice between Kravchuk and Kuchma, the Communist 
Party of Ukraine Central Committee called at its plenum for 
the organizations to vote against the first, and as far as the 
second is concerned, everyone was free to act as he chose. 
And the communists chose. 
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[Fomenko] In other words, the left supported Kuchma at the 
presidential elections? And you have not repented thus far? 


{[Marmazov] Our party adopted the official decision to 
support all the actions of the new president aimed at an 
improvement in the life of the people, a way out of the 
economic impasse, the fight against corruption and crime, 
and an improvement in the ties to the CIS and, primarily, to 
Russia. We will support Leonid Kuchma here, and now 
everything depends on his specific steps. We have had no 
appreciable differences with the policy of the president thus 
far. A new edict on the fight against crime has been adopted, 
and new edicts on economic matters and foreign trade 
relations are on the doorstep, and active work is being 
performed on the preparation of a treaty between Russia 
and Ukraine. So we are currently moving in the same 
direction. 


How long this will last, | do not know. It is important that 
conflict situations not arise between the president and 
parliament on individual matters, which would not be to the 
benefit of the cause or interests of the people of Ukraine. 


[Fomenko] With Moroz, that is? 


[Marmazov] No, with parliament. Kuchma may conduct 
himself with Moroz as he pleases, this is their problem, so to 
speak. The relationship with parliament is entirely different. 
There should be no confrontation here. The prevention of 
serious squabbles will undoubtedly depend on the president 
to a large extent. | will go further, the president could 
consolidate the forces of left and right and channel them 
into the solution of the most painful questions. Take, in 
particular, the Chernobyl problem, the recovery of the 
economy in Ukraine, the president’s new edict on the fight 
against crime and corruption, and others. 


[Fomenko] But the national democrats have, as we all know, 
accorded certain provisions of this edict a hostile recep- 
tion—they go beyond the framework of the constitution, 
allegedly. 


[Marmazov] I believe that we will settle these individual 
discrepancies in the edict. After all, we can make prudent 
amendments to the constitution or rectify individual provi- 
sions of the edict. Aside from the fight against crime and 
corruption, both left and right are, as I said earlier, equally 
interested in the development of the economy, social sup- 
port for the unprotected strata of the populace, and so forth. 
The main thing, | repeat, is to act in harmony. 


{[Fomenko] But this is not that easy. Take if only the 
argument that is breaking out over Russian. 


[Marmazov] I simply do not understand why certain forces 
are creating a problem out of this. There is nothing there. 
After all, languages get along harmoniously with one another 
in all civilized countries. In Finland, say, where there are 94 
percent Finns and 6 percent Swedes, two official languages 
operate. And take Canada and Switzerland. Understanding 
all this, even the nationalist Kravchuk declared in Donbass 
in the period of the struggle for the presidency that he would 
introduce Russian as an official language. Practically all the 
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presidential candidates declared this. Why is the alarm 
being sounded over this now? 


[Fomenko] Chernovil and his ilk are declaring that this 
conflict could lead to war even. 


{[Marmazov] This is, in my opinion, demagogy, standard 
intimidation. 


[Fomenko] And have you no intention of changing the 
symbols? 


{[Marmazov] Our opinion is this: Put the question of sym- 
bols to a national referendum. As the people decide, so be it. 


[Fomenko] Is this not too costly a pleasure? 


[Marmazov] Yes, a referendum, like the elections also, is a 
costly pleasure. But a decision on the holding of a refer- 
endum on key questions of the Constitution of Ukraine has 
been adopted, and no one has canceled it. It would be 
prudent to put other questions on this referendum, con- 
cerning symbols included. 


[Fomenko] But this is not a priority task. 


[Marmazov] No, it is not a burning issue, but a referendum 
should be held. 


[Fomenko] A merger of the parties is beginning now, it 
would seem—republicans are uniting with democrats. Do 
you not intend following their example? 


[Marmazov] Unification is not an end in itself. How many 
have there been as of late, among the national democrats 
particularly! The same division—between left and right— 
remains, however. We can act together in the resolution of 
particular problems. On matters of principle, however, 
where it is a question of the people's well-being and the 
return of the social gains, we stand on uncompromising 
positions. 


{[Fomenko] Many people believe that the main disagreement 
is over market relations. 


[Marmazov] No, this is not the case. The socialist thrust of 
thy development of society cannot be viewed in isolation 
fro.1 market relations, they cannot be separated. The 
market is progress, socialism, a step back, it is said. We are 
constantly showing in practice that the socialist focus in the 
economy makes it possible to expand the possibilities of our 
state, public ownership, and to strengthen the socialist 
orientation. Market relations, on the other hand, create the 
prerequisites for competition, that is, for the development 
of material production, primarily of the B Group, and an 
improvement in the quality of commodities and services. 
And for affordable prices for the masses of working people 
at large. The one cannot be counterposed to the other, 
therefore. After all, West Europe and China are graphically 
demonstrating the combination of these two trends. 


[Fomenko] Not that long ago the communists were oper- 
ating under clandestine conditions, virtually, now they are 
back on the broad highway. Does this not change the 
strategy and tactics of your struggle? 
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[Marmazov] I would not say so. Yes, truly, the position of 
the Communist Party is through the will of the people of 
Ukraine changing for the better, but there can be no 
question of any “broad” highway. There will still be quite a 
struggle for justice to triumph, for the anticonstitutional ban 
on the Communist Party to be lifted, and for the commu- 
nists to acquire in practice the opportunity and to be able to 
carry out the wishes of the working people. 


We plan to hold a congress of the Communist Party at the 
start of next year. Preparatory work has now begun—we 
have, after all, to first draw up a modern, clear-cut program, 
and this will take time. In addition, the party has been 
renewed considerably as of late, new young forces have 
arrived, and it is very important that they become a part of 
the new Central Committee, rejuvenate it, and introduce 
new features to the work of the entire party. 


[Fomenko] What about unification with the Socialist Party? 


[Marmazov] This will not be an issue in the immediate 
future. We act together and support each other, as a rule. 
True, during the election campaign relations between indi- 
vidual committees locally became exacerbated—sometimes 
the socialists would cross over to the communists, some- 
times, the other way about. Now, however, everything has 
been sorted out, and the two parties are cooperating sen- 
sibly. 


[Fomenko] But your parliamentary factions are still dif- 
ferent, for all that? 


[Marmazov] Yes. But we frequently hold meetings together, 
and many communist deputies are members of the socialist 
faction and are working actively there. 


[Fomenko] And finally, Yevgeniy Vasilyevich, you know 
that the president's aspiration to create a mechanism of 
control from the top down frequently leads to an infringe- 
ment of the rights of the local soviets of people's deputies. 
What is the Communist Party's position on these matters, 
after all, it is operating, as before, under the “All Power to 
the Soviets” slogan. 


[Marmazov] Yes, the Communist Party considers this 
slogan fundamental in a strengthening of democracy. But we 
support the president on the issues where decisive and 
immediate measures are needed in the interests of the 
people and the curtailment of negative manifestations on 
the part of individual officials in the localities. We are also 
for a strong executive along the vertical line from the 
bottom up, but not eliminating here but strengthening the 
local soviets, whose capacity has been confirmed by the 
70-year history of their existence. This is in the interests of 
the president and the people who elected him and in the 
interests of Ukraine as a state. 


Clash Predicted Over Local Government Law 


954K0005A Lvov POST-POSTUP in Ukrainian No 34, 
21-27 Sep 94 p Al 


[Article by Oleh Shmid: “October—A Month of Broken 
Crockery” 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 














58 UKRAINE 


[FBIS Translated Text] On this parliamentary working day, 
which is depicted with documentary accuracy in the illustra- 
tion below, the deputies had the opportunity to feel with their 
own skins and other body parts what the disingenuous 
amendment to the regulation governing the work of the 
Supreme Council that they had passed on 15 September 
really means. And although this change means a great 
deal—to begin with, it means that they are obliged to sit in 
the sessions hall until they get through the full agenda—it 
actually means nothing. That is, the people's deputies do sit 
there, and the plenary sessions last late into the night. But 
their sitting decides nothing, inasmuch as everyone knows 
perfectly well that the situation in this country will not be 
decided by a plenary session on the minimum wage rate or on 
the minimum consumption basket but by a battle over the 
principles of the constitutional order in Ukraine. 


The conflict between the president and the parliamentary 
majority has been hanging under the vaulted ceiling of the 
Supreme Council since July. And everyone knows that this 
conflict will inevitably erupt as soon as the debate begins on 
the Law “On Local Councils,” which has been postponed 
until October. Nothing is as apt to produce a major split 
between the president and the Supreme Council as the 
constitution and the issue of local councils, inasmuch as 
these will determine whether there will be a soviet system in 
Ukraine or the institution of the presidency. The simulta- 
neous existence of these two distinct forms of government as 
a period of a short-lived total breakdown is possible only in 
Ukraine. But even in our country it cannot go on forever. 


The last word thus far has been Leonid Kuchma’s: During 
the parliamentary break, he signed two edicts subordinating 
the Cabinet of Ministers and the chairmen of oblast and 
rayon councils to the president. But, as POST-POSTUP has 
already reported, this was more a declaration of intent than 
an effective political move: The president lacks the legal 
mechanisms to realize his goal. Still, the edicts produced the 
intended effect. Frightened by the president’s attack, as well 
as by the assault of three meetings of oblast and rayon 
council chairmen that were held last month one after 
another in ditferent cities of Ukraine, the members of the 
parliamentary commission headed by the communist Stesh- 
enko rushed off to rewrite the draft law on local councils, as 
a result of which the consideration of this draft in the second 
reading has been put off until October. It is very unlikely, 
however, that President Kuchma will be satisfied with this 
second version of the law, even if it is a compromise. The 
composition of the commission for matters pertaining to the 
activity of local councils leaves no hope that parliament will 
succeed in avoiding the storm planned for October. 
According to Thor Koliushko, a member of the Reforms 
parliamentary faction, Steshenko’s commission is made up 
of such orthodox communists that they appear exotic even 
among their own faction. 
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Ihor Hryniv, the head of the secretariat of the Reforms 
faction, predicts: “If the Supreme Council attempts to strip 
the president of his powers, Leonid Kuchma will resort to 
radical and harsh measures. The president has already made 
his position clear; in addition, he is preparing a package of 
proposals with respect to the councils and the system of 
government of the state for consideration by parliament. | 
do not think that he will be willing to back down.”’ However, 
Ihor Hryniv doubts that the leftist majority in parliament 
will enter into an open confrontation with the president: 
“First of all, the communists no longer feel invincible, as 
they did immediately following the elections. Most of the 
new crop of deputies elected on 24 July joined the centrist 
bloc. Secondly, when deliberating the question of the coun- 
cils or the constitution, the Supreme Council will no longer 
divide into ‘Communists—anti-Communists.’ The parlia- 
ment will split into ‘Kuchmites’ and "Morozites.”’ Never- 
theless, Hryniv is convinced that it will be impossible to 
avoid a conflict between the president and a portion of the 
parliament no matter what attempts are made to heal the 
rift. “The constitution and form of government are issues 
that are much too fundamental to be settled amicably by the 
two sides.” 


And while a conflict hangs ripening over the Supreme 
Council, the people's deputies have already arranged a petty 
revenge against Leonid Kuchma as advance payment for 
future battles. Somewhere under the same vaulted ceiling 
they have left hanging the president's nomination of Valeriy 
Shmarov, the acting minister of defense of Ukraine, whose 
confirmation in parliament appears problematic, because 
his candidacy is being blocked by the commissions for 
defense and state security and on combating corruption and 
organized crime. 


Kievans Favorably Rate Government Leaders 


954K0005B Kiev VECHIRNIY KYYIV in Ukrainian 
27 Sep 94 p 2 


[Article by Oleksandr Vyshnyak (UNIAN) under the 
rubric “Public Opinion”: “The First Steps of the New 
Leaders: A Regal Start’’} 


[FBIS Translated Text] No substantial changes have been 
made in the internal economic and external policies in the 
first months following the change of Ukraine's highest 
leadership, and it is too early to speak of the performance of 
the new state leaders. Therefore, the results of the survey 
conducted for UNIAN among Kievans at the beginning of 
September of this year by the independent company Ukrai- 
nian Sociological Survey show what might be termed as the 
“entry” ratings given the country's highest officials and 
undoubtedly reflect earlier assessments of the performance 
of these individuals. 
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Performance of Ukraine's Highest Officials Rated by Kievans (%) 

Officials Good Satisfactory Unsatisfactory Undecided Total score 

Leonid Kuchma 29.6 27.3 9.3 33.8 3.07 

Oleksandr Moroz 26.1 13.0 12.0 48.9 2.79 

Vitaliy Masol 13.8 17.8 7.5 60.9 2.52 




















What do the results of the survey indicate? First, contrary to 
predictions that in conditions of a severe economic and 
political crisis every subsequent government leader is 
advanced a smaller credit of trust than his predecessor, the 
country’s new leadership received a rather high rating even 
in the nation’s capital, whose residents have gained the 
reputation of being political skeptics. Although sociological 
ratings are of a relative nature, it is worth noting that thus 


far the percentage of favorable ratings received by the 
president, the chairman of the Supreme Council, and the 
prime minister is higher than the percentage registering an 
unsatisfactory rating. To some extent, this is explained by 
the fact that a large segment of those surveyed do not yet 
have sufficient information about the activity of the new 
leaders. How this segment of the population “decide” will 
determine whether the new leadership will succeed in main- 
taining a positive balance in its ratings. 





Trust in Prominent State and Political Leaders of Ukraine Rated by Kievans (%) 




















State and political Trust completely Trust partially Distrust completely Undecided Trust rating 
leaders 

Leonid Kuchma 25.8 45.9 18.5 98 3.05 
Oleksandr Moroz 20.6 32.8 26.1 20.6 2.75 
Vitaliy Masol 15.3 29.1 30.6 25.0 2.44 
Leonid Kravchuk 16.5 29.8 41.6 10.4 2.34 
Vyacheslav Chor- 7.5 13.3 49.9 29.3 1.86 
novil 




















Second, despite Leonid Kravchuk’s victory in both the first 
and second round of the presidential election in the capital 
(he received 39% of the votes in Kiev in the first round and 
55% in the second round) over Leonid Kuchma (18% and 
36%, respectively), he now lags behind not only the presi- 
dent but also the chairman of the Supreme Council in terms 
of Kievans’ trust in him as a politician, while the prime 
minister has almost as many supporters as the ex-president 
but far fewer opponents. Lagging even further behind the 
governing trio as far as the level of trust is concerned is the 
leader of Rukh, Vyacheslav Chornovil, who always used to 
rank second or third in the capital among many politicians. 


Thus, public opinion is running surprisingly high in favor of 
the new leadership in its first months in office. Enjoying a 
certain reserve of public trust, it can potentially apply even 
some unpopular harsh measures. But the possibility of 
achieving some improvement in the socioeconomic situa- 
tion in the near future is unlikely. Hence, the October- 
January cycle of inflation may fundamentally undermine 
the current standing of the governing trio in the eyes of the 
public. 


Court Official Views Reform Proposals 


954K0020A Kiev PRAVDA UKRAINY in Russian 
29 Sep 94 p 2 


[Interview with Dmitriy Prityka, chairman of the Higher 
Arbitration Court of Ukraine, by Natalya Svichkolap; 
place and date not given: “Postpone Sentence for 21 
Days, Minimum. The Judicial Branch: Break It Up or 
Build It Up?”’} 


[FBIS Translated Text] People have long noticed in many 
real-life situations that replacing old notions with new ones 
takes about three weeks. Psychologists cite the graphic 
example of a situation involving the amputation of an arm. 
Anyone who has been on an operating table knows that a 
person still feels his now-missing arm for 21 days. The 
conclusion is obvious: Do not jump to a hasty conclusion; it is 
best to put off any final decision a minimum of three weeks, or 
even longer if the case merits it. 


I remembered this example in connection with a discussion— 
which also took place in the media—of projects for reforming 
Ukraine's judicial system. At this stage there are many 
conceptions, so it would be best not to do something stupid; it 
is best to weigh all the pros and cons, not to push events but 
to mapifest the maximum competence and restraint. 


Today we offer you the chance to hear the opinion of Dmitriy 
Prityka, chairman of the Higher Arbitration Court of 
Ukraine. 


“lam firmly convinced that the search for the best variant 
of reform of the judicial branch should be conducted 
exclusively on democratic principles of competition among 
alternative plans,’ Dmitriy Nikitovich says. 


“Therefore, each concept, however attractive, striking, and 
fresh it may appear, needs to go through meticulous, com- 
prehensive expert appraisal in scientific institutions and be 
appraised by legal experts and a broad range of jurists and 
deputies. Let us not forget that the future of our statehood 
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depends on the correct choice of plan for building the 
judiciary, because the justice system is a key component of 
a sovereign state.” 


[Svichkolap} Besides your version of judicial reform, there 
are at least two others—that of Ukrainian Supreme Council 
people's deputy Viktor Shishinno and that of the Ukrainian 
Supreme Court. What do you think of your colleagues’ 
plans? 

[Prityka] Essentially, we all have the same ideals. But the 
ways of achieving a noble goal differ radically. Let me try to 
explain our position. Our country has two branches of the 
judiciary, which are quite effective—the general courts and 
the arbitration courts. Over many years they have gone 
through scrupulous testing and, | think, do not need to be 
abolished, putting the Constitutional Court, the Supreme 
Court, and the Higher Arbitration Court under one roof. 
Unquestionably, however, we feel an acute lack of a third 
link—the Constitutional Court. And it is one thing to merge 
Organically into an integral system of judicial authority; it is 
quite a different thing to combine these links mechanically. 


We believe that in order to build a truly independent and 
competent judiciary it is necessary not to break up the 
existing one but to bend every effort to improve it. In 
particular, to ensure material and organizational indepen- 
dence, form a court administration with fundamentally 
different powers and forms of activities, transfer to the 
executive branch the functions of enforcing court decisions, 
perfect forms of court procedure and the review of deci- 
sions, and in particular create an institution of appeals. 


Our colleagues are fearful (though groundlessly so) that the 
existence of three separate branches oi the judiciary could 
lead to nonuniform application of laws. One guarantee 
against this, | think, would be for decisions of the Consti- 
tutional Court to be rigorously implemented. Such decisions 
would serve as definite legal guidelines. In addition, under a 
decentralized system the advantages of specialization could 
be utilized more actively. 


Judge for yourself: What will come from breaking up and 
then building again, except confusion, which will inevitably 
result (of course, some people may find that advantageous)? 
What is that kind of reform going to cost? Moreover, there 
are no guarantees of a positive effect. 


Another dubious idea is that of building an organizational- 
territorial system of courts which would differ from the 
present administrative-territorial division of Ukraine. But 
this will cause so many inconveniences a person will not 
know where to turn. Again it looks like a nice idea— 
eliminate the possibility of the courts’ depending on local 
administrations. But it is not a total phenomenon: It is more 
fragmentative. And how is such a goal to be achieved? By 
again destroying a smoothly running organism” It is still 
possible to achieve positive results with much less “blood- 
shed.” 

{Svichkolap] How? 

[Prityka] By providing the necessary material-financial base 
for court institutions. We propose creating a Court Admin- 
istration Council, whose powers will include both organiza- 
tional and material-technical support, also budget support. 
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The law on the Arbitration Court was passed back in 1991. 
It also emphasizes the independence of the judiciary and the 
courts. It involves the election of judges for life, and 
independence from any influence whatever by the executive 
and legislative branches or political cliques and parties. 
However, we must not confuse independence with lack of 
control. Judicial authority must be authoritative and 
respected, but this does not rule out criticism on the part of 
the press, for example. Courts are not created for the sake of 
the courts, after all, but for the good of citizens. 


[Svichkolap]} But what is gained specifically by some citizen 
who has to turn to court bodies? 


[Pvityka}] He will gain a sense of confidence that there is an 
authority that will objectively examine any conflict, even if 
it involves sorting things out with superiors or the state. And 
confidence that you are protected against any infringe- 
ments. 


How many conflicts involving bankruptcy (for example) do 
you think are resolved in the United States in a year? Over 
1 million; in our country it is 140. 

[Svichkolap] Maybe because they have more well-to-do 
people? 

[Prityka] Yes, they do. But in addition, the Americans have 
for centuries nurtured the idea that you are free in your 
actions. As we know, the more disputes and social conflicts 
that are resolved in court, the more democratic the country 
is. This also reflects a level of civilization. 


But we cannot sit still when our colleagues propose to follow 
foreign experience blindly. We have to approach it selec- 
tively, because not everything is able to take root in our soil. 
We have already had the sad experience of borrowing the 
practice of creating district courts. They did not work out 
well or transplant well. 


[Svichkolap] I agree, but these days it is fashionable to 
blindly follow foreign things, though no one doubts the 
absurdity, for example, of pushing the notion of building 
clay huts in Arizona. 


“Exactly,” says Dmitriy Nikitovich with a smile. “We have 
our own rich experience, and we must not, for the sake of 
faddishness, throw away the good things we have accumu- 
lated and polished over the years and decades.” 


[Svichkolap} As for faddishness, | do not much like this 
quiet wave of madness for foreign terms, either. | was glad 
to learn that you proposed replacing the French word 
“arbitration” [arbitrazh] with “economic” [khozyaystven- 
nyy]}. For one thing, the ordinary citizen understands it; for 
another, it more precisely reflects the essence of your 
activity, because what you are called upon to resolve is 
economic and business conflicts. 


[Prityka] That was our intent when we made the proposal. 
One of a number of advantages of our conception is that it 
is simple. It reflects concern for human beings, who need not 
get lost in the maze of the judicial system. In addition to all 
the above, we propose to adopt the jury system and justices 
of the peace, also to create a strong and effective service to 
implement court decisions within the Ministry of Justice. 


This will make it possible, despite the present acute crisis, to 
reform the judicial branch without enormous material 
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expenses and organizational efforts, a judicial branch which 
can meet all the standards of world civilization in an 
independent Ukraine. 


Kuchma Leadership Profiled 


954K00914 Moscow STOLITSA in Russian No 38, 
31 Aug 94 pp 11-14 


[Article by Sergey Shapoval: “Ukraine: the End of the 
Season of the Leaders: Kuchma Will Hardly Be Able To 
Implement His Economic Programs. He Will Most 
Likely Be Drawn Into the Struggle of the Branches of 
Power’’] 


[FBIS Translated Text} On the eve of the presidential 
elections, one Lvov artist executed in Kiev a work entitled 
‘““A Mausoleum for a President.” A pot containing lard was 
placed on an electric stove. The lard melted as it was heated 
and a portrait of President Kravchuk appeared in the pot. 
The lard-covered image of the president as the personified 
Father of the Nation was supposed to symbolize the libera- 
tion of Ukrainian society from the Oedipus complex. The 
ritual death of the Father and his installation in the “Ukrai- 
nian Mausoleum,” according to the artist's plan, will make 
it possible for the people to mature and to obtain true 
freedom. 


Without suspecting it himself, the artist proved to be a 
prophet: there occurred not only the ritual death, but also 
the political death of Ukraine’s first president. Now there is 
a new character in the mausoleum. 


A “Pro-Russian” President of Ukraine? 


The outcome of the presidential elections was a surprise to 
many people—Ukraine had taken the first, for it unusual, 
decisive step. The voters, who displayed a high level of 
activism and solidarity in all elections, in giving their votes 
to those who are more legitimate, elected this time someone 
who, although he had been in power, all the same, was in the 
opposition, Leonid Kuchma. 


In analyzing the reasons for Leonid Danilovich’s [Kuchma] 
victory over Leonid Makarovich [Kravchuk], the experts 
pick out several factors most often. 


First: the people voted not for Kuchma, but rather, against 
Kravchuk. The people were fed up with Kravchuk’s marking 
time and indecisiveness and this is why Kuchma, who had 
promised economic reforms, won. 


Second: Kuchma’s pro-Russian orientation ensured his vic- 
tory. Some analysts in Moscow began to talk about the fact 
that Ukraine had voted for maximum rapprochement with 
Russia and, perhaps, also for the restoration of the Union. 


Third: this election outcome was a result of the split which 
had formed between Eastern Ukraine and Western Ukraine. 
In connection with which, quite serious cataclysms have 
been promised. 


As for Kuchma’s “pro-Russian orientation,” in fact, this 
motif was an important component of his election cam- 
paign. The descriptions created by the journalists for sim- 
plification of the situation of the mythology about the 


UKRAINE 61 


“pro-Ukrainian President” Kravchuk and the “pro- 
Russian” Kuchma were also used by groups supporting both 
candidates and by analysts following the presidential race, 
but no one has managed to give an easy explanation of the 
essence of these “orientations.” Not only did Kuchma talk 
quite a bit about the necessity of rapprochement and of the 
restoration of the notorious severed ties and about the 
benefit of contact with Russia, but so did Kravchuk—this is 
common ground. 


After his victory, at his first press conference, the new 
president found it necessary to debunk the myth about his 
own “pro-Russian nature”: “I have never proposed that 
Ukraine voluntarily join the Russian Empire. On the con- 
trary, our relations with Russia should be developed in a 
strategic plan, but they should not be at the expense of 
relations with other countries of the West and the East. 
Russia is trying by every means possible to become the 
eighth member of the ‘Big Seven.’ This is normal. Ukraine 
wants this and so do I.” And, in fact, having won power, 
there is no reason to share it with anyone else. 


“A Good Person” Is also a Profession 


The struggle was, in essence, not between programs, polit- 
ical platforms and specific promises—all these things were 
surprisingly alike, but rather, between two personalities or, 
more precisely, two images. 


During the years of his presidency, Leonid Kravchuk under- 
went a serious evolution from a high-ranking party worker 
(with the inexpressive language, the programmed behavior, 
the neat gray suit for all occasions and the deerskin cap, all 
inherent in this breed) to a statesman who carried out the 
representational functions with some brilliance. Kravchuk 
has a good, even refined, mastery of Ukrainian, possesses a 
good sense of humor and, as they say, is never at a loss for 
words. Lately, both in clothing and manner, he appears to 
have an almost Western polish. The level of “folksiness” has 
begun to decrease sharply. In addition, Kravchuk, as one 
producer put it, in his theatrics, is a “lone wolf”: he has 
always made the decisions himself and it has never been 
possible to foretell accurately how he would get out of one or 
another complicated situation and there have been quite a 
few of them. His cunning and skill in maneuvering have 
become the talk of the town and a saying has arisen: “When 
it rains, Kravchuk is able to walk between the drops.” 


Kuchma's image is radically different. He speaks in the 
“Russian-Ukrainian” language close to that of the greater 
part of Ukraine's population; he frequently complains and 
does not conceal resentments (which was made clear during 
his time as prime minister); basically, he talks about what is 
painful (the country is being plundered, the ordinary person 
is being mistreated and so on) and calls for what is usual and 
painfully familiar (it is necessary to introduce order and to 
work honestly); he is not afraid to come out with statements 
more appropriate to a plant manager than to a statesman 
(when he was prime minister, he repeatedly requested that 
the parliament tell him what needed to be built and he 
would somehow manage to get it done). Moreover, Leonid 
Danilovich is constantly proclaiming his openness, accessi- 
bility and ability to keep his word. The collection of all these 
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qualities put together in the mass consciousness the image of 
“a good person.” In addition, his resignation from the post 
of prime minister and the parliamentary criticism of his 
activities gave Kuchma the reputation of a person who was 
not allowed to take care of business. 


It is precisely the popular desire to see in the main role a 
psychologically close person who says intelligible things 
which played a somewhat more important role in the 
outcome of the elections than the “pro-Russian orienta- 
tion,” the difference in mentality between Western Ukraine 
and Eastern Ukraine or the prevalent formula of “sooner 
not for, but rather, against,” which has also been used to 
explain the victory of Zhirinovskiy’s party in the parliamen- 
tary elections and the election of the quite odious Lukash- 
enko as President of Belorussia. 


“Order and Honesty” as the Engine of Progress 


In contrast to Kravchuk, who promised to maintain peace 
and harmony in society, Kuchma elected the tactics of 
“storm and stress.” His election motto was “Order and 
Honesty” and one of the main themes was the promise to 
put an end to corruption. This version has proven its 
durability, having worked on a single day both in Ukraine 
and in Belorussia. “Three persons from the leadership of 
Ukraine, an impoverished and ruined country, are among 
the 50 richest people of Europe, which testifies to the scope 
of the wave of corruption which has engulfed the state. At 
the end of 1992, Kuchma’s government handed over to the 
procurator’s office 1,500 criminal cases. They have all been 
closed by the president's people and people from the 
Supreme Council,” read one of Kuchma’s election leaflets. 
Incidentally, in the televised debates, Kravchuk stated that, 
during the time Kuchma occupied the prime minister's 
chair, only eight cases in all had been handed over to the 
procurator's office. 


This was not the only “inaccuracy” in the election campaign 
of Ukraine's current president. There were also some fabri- 
cations. There appeared on the streets leaflets with an 
incredibly complimentary statement by U.S. Vice President 
Gore with respect to Kuchma. Gore's staff got hold of the 
leaflet, after which an official statement appeared: the U.S. 
Vice President not only did not make any such pronounce- 
ment, but he also deplores the fact that the election cam- 
paign of a presidential candidate was based on this “docu- 
ment.” Kuchma, however, in a televised speech, calmly 
stated that he did not keep tabs on his election leaflets and 
that his team handled this. 


The Stages of the Big Path 


Leonid Kuchma was born in 1938, in Chernigov Oblast. In 
1960, he graduated from Dnepropetrovsk University and is 
a mechanical engineer and candidate of technical sciences. 
After graduating from the university, he worked as an 
engineer, and a senior engineer, as leading designer and as 
assistant chief designer of KB [Design Bureau] Yuzhnoye 
[Southern}. From 1975 through 1982, he was secretary of 
KB Yuzhnoye’s party committee and the secretary of the 
party committee of Production Association Southern 
Machine Building Plant. From 1982 through 1986 he was 
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first deputy chief and general designer of KB Yuzhnoye. In 
December of 1986, he was appointed general manager of 
Production Association Southern Machine Building Plant. 
He is a recipient of the Lenin Prize in the field of secret 
space research. From October of 1992 through September of 
1993, he was Prime Minister of Ukraine. After his resigna- 
tion, he headed the Ukrainian Union of Industrialists and 
Entrepreneurs. In December of 1993, together with the 
former deputy chairman of the Ukrainian Supreme Council, 
Viadimir Grinev, he created the Inter-Regional Reform 
Bloc. 


The appearance in October of 1992 of a little-known man- 
ager of a defense enterprise (one of the largest in the USSR) 
in the position of prime minister was unexpected and, 
among the nationally oriented politicians, caused apprehen- 
sion about the fate of the national economy under the 
leadership of a person who, for many years, had been 
directly subordinate to Moscow and, in addition, did not 
know the Ukrainian language. Howver, quite rapidly, 
Kuchma proved his devotion to Ukraine: in the first few 
months, his cabinet took several decisive steps to reform the 
economy, while the prime minister began to address the 
parliament in Ukrainian, even if poorly. 


The new make-up of the government, which had introduced 
itself as a “team of pragmatists,” immediately managed to 
obtain a vote of confidence: the Supreme Council granted it 
extraordinary powers for 6 months. Making good use of 
them, Kuchma’s cabinet carried out a series of transforma- 
tions which evoked approving responses from Western 
experts. A non-cash coupon was introduced into circulation, 
its practical exchange rate to the ruble was established, 
foreign economic activities were liberalized by govern- 
mental decree and, in November and December of 1992, 
inflation amounted to 50 percent per month, while, in 
March of 1993, it was already 22 percent. It is true that, at 
the same time, Kuchma had not abandoned the regulation 
of prices, the issuing of preferential credits to fellow man- 
agers, the sale of currency to enterprises at an understated 
exchange rate and so on. 


But even these semi-Soviet reforms did not continue for 
long. The Supreme Council, which was concerned about the 
needs of the ordinary citizen, did not extend the govern- 
ment's extraordinary powers. There followed struggles 
between the government, the parliament and the president, 
during which Kuchma announced three times his intention 
to resign and he did so in September of 1993. 


A period of opposition in the activities of the former prime 
minster began. By December, together with the former 
deputy speaker of the parliament, Vladimir Grinev, he 
created the Inter-Regional Reform Bloc (MBR) which pro- 
claimed economic liberalism and the need for close integra- 
tion with Russia. The scant number of votes received by the 
MBR in the last parliamentary elections demonstrated its 
low popularity. Commentators began to talk about the 
Kuchma-Grinev bloc as an insignificant political force. 


{Boxed material on page 13. L. Kuchma’s election poster: 
Leonid Kuchma: Work, Order and Honesty. “It is time to 
introduce order in the country and the people of Ukraine 
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deserve a better fate than to vegetate under the authority of — not he would run for the position of president, to which 
corrupt leaders.” L. Kuchma} he decisively responded—no. It is true that, a little bit 

later, his answers became less categorical: no, in gen- 
Back when the preparations for the parliamentary elections —_eral, or if the people really ask him to run. The people 
were underway, Kuchma was asked repeatedly whether or = soon asked him. 


Here Is How Ukraine Voted 

















| 

The upper figures show the percentage of votes received by Kravchuk, while the lower figures show the percentage of 

votes received by Kuchma. The shaded regions went for Kravchuk, while the remaining regions went for Kuchma. The 
breakdown by oblast and for the cities of Kiev and Simferopol and the Republic of Crimea are given below. 


Key: 1. Volynskaya Oblast: Kravchuk—83.93; Kuchma—13.96—2. Rovno Oblast: Kravchuk—87.25; Kuchma— 
11.04—3. Zhitomir Oblast: Kravchuk—55.64; Kuchma—41.56—4A. Kiev: Kravchuk—59.74; Kuchma—-35.58—4B. 
Kiev Oblast: Kravchuk—58.31; Kuchma—38.38—5. Lvov Oblast: Kravchuk—93.77; Kuchma—3.90—6. Ternopol 
Oblast: Kravchuk—94.80; Kuchma—3.75—7. Khmelnitskiy Oblast: Kravchuk—57.23; Kuchma—39.27—8. Zakar- 
patskaya Oblast: Kravchuk—70.52; Kuchma—25.21—9. Ivano-Frankovsk Oblast: Kravchuk—94.46; Kuchma— 
3.86—10. Chernovtsy Oblast: Kravchuk—61.84; Kuchma—35.27—1!1. Vinnitsa Oblast: Kravchuk—54.32; Kuchma 
42.32—12. Cherkassy Oblast: Kravchuk—50.78; Kuchma—45.72—13. Chernigov Oblast: Kravchuk—25.7?; 
Kuchma—72.33—14. Sumy Oblast: Kravchuk—28.92; Kuchma—67.75—15. Poltava Oblast: Kravchuk—37.44; 
Kuchma—59. 16—16. Kharkov Oblast: Kravchuk—25.95; Kuchma—71.04—17. Lugansk Oblast: Kravchuk— 10.11; 
Kuchma—88.00—18. Kirovograd Oblast: Kravchuk—45.71; Kuchma—49.72—19. Dnepropetrovsk Oblast: Krav- 
chuk—29.72: Kuchna—67.91—20. Donetsk Oblast: Kravchuk—18.49; Kuchma—79.00—21. Odessa Oblast: Krav- 
chuk—29.23; Kuchina—66.80-—22. Nikolayev Oblast: Kravchuk—44.66; Kuchma—52.80—23. Kherson Oblast: 
Kravchuk—32.08; Kuchma—64.64—24A. Republic of Crimea: Kravchuk—8.88; Kuchma—89.70—24B. Simfer- 
opol: Kravchuk—6.54; Kuchma—91.92—25. Zaporozhye Oblast: Kravchuk—26.83; Kuchma— 70.70. 
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Power Split Three Ways 


In the near future, at the level of supreme power, it must be 
expected that there will be a crisis of one degree of severity 
or another. 


The fact is that the recently formed Supreme Council, in its 
composition, is reminiscent of the preceding one, but it 
differs quite substantially in its cohesion and efficiency of 
operation. As a result of the last elections in Ukraine, there 
occurred a quite substantial change: Kravchuk’s defeat 
marked the departure from the political arena of the last big 
party hack. There came into the leadership people who 
achieved power not with the assistance of movements 
within the organization. They used democratic mechanisms 
and made their way by using their own energy. The current 
chairman of the Supreme Council, socialist Aleksandr 
Moroz, and his parliamentary “team,” and they have 
already demonstrated discipline and a high rate of success, 
are a serious counterweight to the president who is prom- 
ising market and other transformations in the near future. 
In addition, so far, a constitution has not been adopted in 
Ukraine and, therefore, even the president's powers are still 
questionable. If Kuchma’s behavior is objectionable to the 
parliament, it may turn out that he will be given purely 
representational functions. 


Apparently, Kuchma will also have to contend with the 
executive authority. The government is currently headed by 
the sadly well-known Vitaliy Masol who resigned from this 
same position as a result of the student hunger strike. 
Relations between the current president and the head of the 
government have been quite strained since the days of 
Leonid Danilovich’s stint as prime minister, when he flatly 
refused to cooperate with Masol. Despite the fact that, 
currently, they are both proclaiming mutual understanding 
and the absence of conflict, this is evoking grave doubts. In 
addition, the president will hardly be able to achieve una- 
nimity with the government with respect to their views on 
economic reform. Masol considers it necessary to exercise 
state regulation of the entire economy and to retain a fixed 
currency exchange rate, while Kuchma has declared himself 
to be a supporter of private property. 


Thus, the emergence of rigidly opposed sides—the presi- 
dent, the parliament and the government—is inevitable and 
Kuchma’s radical statements about the fact that the priority 
of his activities will be the economic transformations are 
highly problematical. 


National Policies and the Economy 


While there are quite a few examples of the combining of 
economic freedom with total political control throughout 
the world, everything is turned around in present-day 
Ukraine. This is a state in which, with quite broad political 
freedoms, there is rigid economic control on the part of the 
state. This type of political and economic centaur could 
hardly exist for long if it were not for the enterprising 
citizens of Ukraine, who have done a lot to enliven and 
support the stagnating national economy. 


Despite the fact that the notion of the functions of a state is 
still paternalistic for the majority of people—“they should 
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give to me” and “they should protect and support me"— 
which is testified to by numerous sociological surveys, in 
real life, they behave differently. Over the years of indepen- 
dence, a “people's economy” formed side by side with the 
state economy. According to the data of Ukrainian sociolo- 
gists, the natural economy, to a significant extent, is being 
provided by three-fourths of the population with products, 
while a fourth is making a living trading outside the borders 
of Ukraine and doing quite well. This kind of enterprise is 
also making it possible for people to avoid that level of 
impoverishment below which social protests and extremist 
actions begin. The “people's economy” is giving quite 
substantial assistance to the state economy: commodity 
turnover and money circulation, in particular with Russia, 
which the Ukrainian Government is still stopping and 
regulating, are being carried out precisely by the “peddlers.” 


The farther you go, the less and less the interests of the two 
economies, the “people's” and the state, coincide, yet, after 
all, it is precisely the economic interests which form the 
foundation of political preferences and influence the adop- 
tion of decisions which are fateful for the country. The 
people's current attitudes toward the state are best described 
by the following anecdote. 


A peasant from Galitsy is discussing what a nation and 
independence are. His friend explains to him: 


“Independence is something for which it is necessary to give 
money. So, would you, for example, give away your horse 
for independence?” 


“1 would.” 

“And what about your cow?” 

“That too.” 

“And what about your pig?” 

“No, the pig, forgive me sir, 1 will not give away.” 
“Why?” 

“Because I have neither horse nor cow, but | do have a pig.” 


ECONOMIC AFFAIRS 


Factors Hampering Privatization Analyzed 


954K0039A Kiev VECHIRNIY KYYIV in Ukrainian 
1 Oct 94 p 2 


[Article by Candidates of Economic Sciences L. Verkho- 
vodova and T. Voronkova (UNIAN): “Privatization: 
The Characters and the Performers”) 


|FBIS Translated Text} The “Ukrainization™ of the economy, 
the term foreign politicians use to characterize a dead-end in 
economic development, is based on a purely Ukrainian men- 
tality—constant indecision, hesitation, and caution for jear 
something will happen. These traits are characteristic of the 
majority of our country's population and its top leadership. 
We have reaped the fruits of this indecision for two and a half 
years now. One of the “fruits” is privatization, Ukrainian- 
style. Its characteristics are examined by Candidates of 
Economic Sciences L.. Verkhovedova and T. Voronkeova (their 
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research is published in full in a collection called “Time of the 
Market,” No. 1, from the Center for Market Reform). Their 
observations seem especially timely since the well-known 
decision to stop privatization. 


How the Privatization Program Was Ruined 


Ukraine started to undertake radical market reforms rather 
late. It lagged substantially behind not only Eastern Europe 
but also Lithuania, Latvia, and Russia. The conception of 
destatization and privatization that was adopted near the 
end of 1991, however, called for rapid property ownership 
reforms: Privatization of small enterprises was to be basi- 
cally completed in one to 1.5 years, and large enterprises in 
4.5 years. Privatization was supposed to cover the whole 
space of Ukraine’s economy. Most of the outfits subject to 
privatization are concentrated in sectors such as the 
building materials industry, construction, light and food 
industry, trade, and public catering. 


But Ukraine was not able to maintain the needed pace of 
real economic transformations. The First State Privatiza- 
tion Program was not completed. Suddenly, small-scale 
privatization was blocked. Parliament put a moratorium on 
privatizing small state enterprises until a national currency 
unit was adopted. As a result, only 22 enterprises were 
privatized in Ukraine in 1992—I1 percent of the total 
number of outfits that were supposed to be privatized. They 
were basically leased enterprises which went over to the 
ownership of the labor collectives on the basis of earlier 
leasing agreements with future buy-out. 


In 1993 the pace of privatization rose a little—as of | 
October 1,600 enterprises had been privatized. The priva- 
tization process went fastest in Lviv and Khmelnitskiy 
Oblasts and in Kiev. But no radical change in tempo took 
place. The number of privatized enterprises in the total 
number scheduled for privatization stood at only 6 percent. 


The process gradually began to expand in nontraditional 
directions. In contrast to other countries, trade, consumer 
services, and public catering did not become the priority 
spheres of privatization. The main outfits are the industrial 
giants and monopoly enterprises in sectors whose privatiza- 
tion was planned for a later stage, after the necessary market 
infrastructure was formed. 


The privatization process is proceeding sluggishly and pas- 
sively. Quite often state bodies serve the bureaucratic role of 
merely formalizing changes in property ownership. The 
privatization comes from below, at the initiative and mostly 
on the terms set by the labor collectives. Little has been done 
to attract national and foreign investors in privatization. As 
a result, nonstate ownership of property is coming to be 
multistructural in character. As before, the main subjects of 
management in the nonstate sector as well are the collec- 
tives, which have their own mentality. There is a danger that 
distorted market forms of management and nonstate own- 
ership will emerge. 


In actual practice, the attitude that privatization is a way to 
cover the budget deficit is coming to prevail. Particularly in 
small-scale privatization, the n.ain purpose of ownership 
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reform—the shaping of an effective economy—has faded 
into the background. Rarely is a change in ownership 
accompanied by the adoption of conditions which regulate 
the post-privatization activity of enterprises. What 1s 
needed is the practice of investment tenders, the direct 
transfer of share packages to general owners under invest- 
ment obligations. No mechanism provides for liability for 
failure to carry out such obligations on the part of the new 
owners. 


Resistance to the development of privatization has also 
increased in the administrative-bureaucratic apparatus, 
which faces the real danger of losing its direct function of 
controlling enterprises and the right to manage state 
resources. A string of legislative acts by the government has 
fostered resurrection of the rights of the ministries and 
departments in administering state property and has 
strengthened their role in regulating the restructuring of 
property relations. Preliminary agreement is gradually 
coming to be a required condition for every labor collective 
or privatization body which has declared a desire to priva- 
tize the property complex of some enterprise. The final 
consolidation of the priority rights of ministries and depart- 
ments to manage enterprise properties is effected in the 
course of the present version of corporatization. According 
to the Ukrainian Presidential Edict “On Corporatization of 
State Enterprises,” ministries and departments get the 
status of founders of joint-stock companies formed on the 
basis of state enterprises. 


Further administrative restrictions on privatization bodies 
took place with the passage of the Ukrainian Presidential 
Edict “On Regional Divisions of the Ukrainian State Prop- 
erty Fund.”’ The inclusion of regional divisions in the 
make-up of oblast and Kiev and Sevastopol city state 
administrations caused privatization bodies to be under 
dual jurisdiction. 


What Is Hampering Small-Scale Privatization 


Experience has shown that because the market economy 1s 
underdeveloped, the chief buyers in the privatization of 
small enterprises will be the labor collectives. This is why a 
big role will be played both by the lack of enough other 
investors and by the fact that only the labor collectives are 
able to meet the tough terms imposed on privatization (bans 
on the sale of premises and land plots, regulation of priva- 
tization activity). Some labor collectives have strengthened 
their right to further privatization of lease agreement outfits 
with buy-out. Interest in privatizing even inefficient outfits 
is based on the workers’ desire to guarantee themselves jobs. 


Expansion of the leasing of state enterprise propertics, 
however, has caused certain spheres of Ukraine’s economy 
to be temporarily excluded from the privatization process 
The minimum leasing period is three years—that 15, the first 
wave of privatization of ieased enterprises cannot be 
expected until 1996. The government’s attempt in 
December 1992 to resolve the problem by strong-arm 
methods ended in a political defeat. The public has begun to 
resist methods of expropriating property rights. 


In addition, procedures for auction and competition sales 
need to be simplified. The minimum number of participants 
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in an auction (competition) ought to be lowered to two. The 
system of repeat auctions (competitions) has also failed to 
prove its worth. An outfit that has not been sold at an 
auction or competition may be offered at once to the labor 
collective for buy-out. 


Another problem is that until recently in Ukraine there was 
an unjustified differentiation of guarantees on participation 
in privatization by workers in large and small enterprises. 
The law granted workers in big enterprises preferential 
participation in privatization—distribution of the enter- 
prise’s shares at minimum cost for property privatization 
certificates and the workers’ own funds. But the methods of 
small-scale privatization restricted the workers’ participa- 
tion in the privatization of their enterprise, because the 
decision as to the choice of method of privatization was 
made by the privatization body at its own discretion. Where 
the workers voluntarily refrain from taking part in the 
privatization, it is worthwhile to arrange to pay them part of 
the funds from the sale of the outfit (not less than 10 percent 
of its sale price). 


By this decision, the experience of actual privatization 
shows that the present system of controlling and regulating 
the use of privatization funds reduces, first of all, volumes of 
investment capital taking part in privatization, secondly, it 
leads to scattered distribution of the property among small 
investors, and thirdly, it places an immoderate burden on 
the banks taking part in the impiementation of payments. 


Unless the present shortcomings are eliminated, it will be 
impossible to speed up the pace of privatization of small 
outfits. The necessity of this acceleration has to be realized 
by the state administration, as against any other goals of 
privatization (deriving revenues from privatization, 
choosing the subjects of the purchase of enterprises, and so 
on). This is the basic problem of property reform. 


On the Ukrainian Version of Privatization 


The use of certificates to pay for acquired privatized outfits 
is a mere formality. For one thing, there are nearly 10 times 
fewer cash deposit accounts than certificates declared in 
privatization. For another, the transfer of privatized outfits 
is effected first and foremost by paying money. Hence, 
privatization is primarily for money rather than certificates, 
and thus we can assert that mass privatization did not start 
even toward the end of 1993. 


And that is no accident. The goals of stabilizing the state 
budget prevailed over the ideas in the State Privatization 
Program designed to restructure the economy. Permission 
was even granted to break privatization laws which forbid 
the use of funds from privatization to cover the budget 
deficit: According to the Law on the 1993 Ukrainian 
Budget, 50 percent of the proceeds from privatization were 
supposed to go io budget revenues. 


This procedure is in conflict with the objective course of 
privatization taking place in all countries having a transi- 
tional type of economy (from the command system to the 
market type), where privatization, far from helping to 
replenish budget revenues, has actually required state sup- 


port. 
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Concluding our analysis of the causes of the failure of 
property ownership reform, we can assert that the future of 
Ukraine’s economy will primarily depend on political 
choice. The question today is not so much the pace and 
means of accomplishing reforms as the actual possibility 
thereof. 


Economic Statistics for Jan-Aug 1994 


954K0044A URYADOVYY KURYER in Ukrainian 
22 Sep 94 p 7 


(Unattributed article, Main Administration on Ques- 
tions of Economic Reform, Cabinet of Ministers of 
Ukraine: “Ukraine’s Economy in January-August 
1994”) 


[FBIS Translated Text] The economic situation remains 
very tense: Production is still declining in most sectors of 
the economy, likewise investment activity; the payment 
crisis is worsening; and, hence, the financial condition of 
enterprises and organizations is worsening. 


Compared with the same period in 1993, the national 
income in the first eight months dropped by 19 percent. 
Still, we note some improvement in industry. The volume of 
industrial output in August increased by 3.9 percent over the 
previous month (July had declined by 4.2 percent from 
June). Compared with the same period last year, industrial 
output from January to August declined by 32.7 percent 
(34.3 percent from January to July). 


Fulfillment of the State Budget 


Revenues of the consolidated budget from January to July 
were 200.1 trillion karbovantsy. To finance the temporary 
gap between budget outgo and revenues, the Finance Min- 
istry obtained a midyear loan from the National Bank of 
44.3 trillion karbovantsy. With that taken into account, 
revenues of the consolidated budget stood at 244.4 trillion 
karbovantsy. 


Consolidated budget outlays were 225.1 trillion karbovantsy, 
public social protection measures took 24.9 trillion karbo- 
vantsy (11.1 percent of total outlays), financing of social- 
cultural institutions took 49.8 trillion (22.1 percent), the 
national economy took 56.5 trillion (25.1 percent). Pension 
Fund outlays were 36.9 trillion karbovantsy. 


From January to July, the state budget, counting National 
Bank credits, had revenues of 176.1 trillion karbovantsy and 


‘outlays of 164.2 trillion karbovantsy. 


To ensure timely financing of priority expenditures, from 
January to July short-term loans from the state budget were 
granted to the executive committees of oblast-level and Kiev 
and Sevastopol City Councils of People’s Deputies, totaling 
303 billion karbovantsy, and local budgets received a total 
of 10.7 trillion karbovantsy in the form of setoffs and 
subventions. 


Activities of the Banking System 


The total of the banking system’s credit investments in 
Ukraine’s economy (credit indebtedness in the national 
currency) as of 1 August was 164.1 trillion karbovantsy, 
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including 71.6 trillion of the National Bank, 92.3 trillion 
karbovantsy of the commercial banks, and 187 billion 
karbovantsy of branches of commercial banks in countries 
of the former USSR. Nearly 24 trillion karbovantsy and 
credits have been granted by commercial banks in foreign 
currency. 


Since the start of the year, credit investment rose by 110 
trillion karbovantsy—that is, threefold (by 21.8 trillion 
karbovantsy in July—15.3 percent—compared with June), 
including that of the National Bank by 58.3 trillion karbo- 
vantsy—a 5.3-fold rise (versus 8.2 trillion and 13 percent— 
in July), commercial banks by 51.7 trillion karbovantsy—a 
2.4-fold rise (versus 13.6 trillion or 17.2 percent in July). 


The share of commercial bank credit in the total credit 
volume as of | August was 56 percent (versus 75 percent as 
of | January and 55 percent as of | July). 


Since January, there has been an increase in the share of 
long-term loans granted by commercial banks. As of | 
August it was 6.4 percent of the total, versus 5.6 percent as 
of | July (2.8 percent as of | January). 


The average interest rate for commercial bank credit in July 
fell to 192.5 percent versus 254.7 percent in June and 303.1 
percent in May (310 percent in January). 


The average interest rate on commercial bank deposits fell 
to 179.7 percent (it was 220.6 percent in June, 276.1 percent 
in May, and 224 percent in January). 


For commercial bank refinancing, the National Bank as of | 
August had granted a total of 16 trillion karbovantsy 
(indebtedness under credits)}—30 percent more than in the 
previous month. 


In July, the actual average refinancing rate fell to 115.5 
percent versus 149.5 percent in June and 195.2 percent in 
May. 


Balances of National Bank funds in correspondent accounts 
in the central banks of countries of the former USSR as of | 
August totaled 6.2 trillion karbovantsy—4.7 times more 
than at the start of the year. 


Balances of funds in correspondent accounts of the central 
banks of countries of the former USSR in the National Bank 
of Ukraine totaled 6.2 trillion karbovantsy—3.8 times more 
than on | January. 


The Financial Condition of Enterprises and 
Organizations 


From the start of the year, accounts payable between enter- 
prises and organizations of Ukraine and subjects of economic 
activity in countries of the former USSR tripled (in June and 
July they rose at the rate of 18.9 percent), reaching 36.9 
trillion karbovantsy as of | August. Accounts receivable rose 
|.6-fold (it fell by 6.3 percent in July, compared to a rise of 
14.2 percent in June), reaching 9 trillion karbovantsy. 


Ukrainian enterprises’ accounts payable to trading partners 
in Russia rose by 23.8 percent in July—a 3.3-fold rise since 
the start of the year (from 10.1 trillion karbovantsy on | 
January to 33.9 trillion karbovantsy on | August); accounts 
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payable to Turknienistan fell—by 1.8 percent and 6.’ per- 
cent, respectively (from 1.2 trillion karbovantsy to 1.1 
trillion karbovantsy). 


Total accounts payable among enterprises and organizations 
of Ukraine rose 2.2-fold in the seven months (it fell by 17.9 
percent in July versus a rise of 4.2 percent in June), and at 
the beginning of August the total was 275 trillion karbo- 
vantsy; the corresponding figures for accounts receivable 
were 2.4-fold (3.5 percent versus 31.5 percent) and 238.4 
trillion karbovantsy. 


The total overdue accounts payable of enterprises and orga- 
nizations with respect to mutual settlements and bank loans 
rose 6.6-fold from January to July (by 16.1 percent in July, 
versus a drop of 2.8 percent in June), and on | August 
totaled 83.7 trillion karbovantsy. Of that amount, 61.8 
trillion karbovantsy (73.8 percent) represents indebtedness 
on the basis of mutual settlements of enterprises and orga- 
nizations, while 21.9 trillion karbovantsy (26.2 percent) 
represents overdue payments on bank loans. 


Inflation Processes 


According to preliminary data, wholesale prices rose |.9- 
fold since the start of the year (by 6.5 percent in August 
compared to July); of that figure, fuel industry products rose 
2.5-fold (that is, by 29.5 percent, with coal accounting for an 
8.3-fold rise, or 56.9 percent); prices on ferrous metallurgy 
products rose 3.5-fold (23.1 percent); building materials 
2.1-fold (3.1 percent); machine building products 2.2-fold 
(6.9 percent); light industry goods 2.3-fold (6.4 percent); 
food industry products |.6-fold (4.6 percent); meat industry 
goods by 17.4 percent (by 0.3); and dairy industry products 
by 12.3 percent (remaining on the previous month’s level). 


From January to August, purchase prices on agricultural 
products rose by | 2 percent, including 27 percent for poultry 
and livestock, 14 percent for milk and dairy products, and 5 
percent for eggs. Prices on agricultural products rose by | 
percent in August compared with July, including 17 percent 
for milk and dairy products, 4 percent for livestock and 
poultry, and 47 percent for eggs. 


The cost of shipping freight by rail rose by 69 percent from 
the start of the year, while the cost of highway shipments 
rose by 42 percent. Fares on public transportation rose 
3.6-fold. 


The inflation index on the consumer market in August was 
102.6 percent (102.1 percent in July). 


The Consumer Goods and Services Market 


The consumer goods situation hardly improved at all. Con- 
sumer goods output fell by 35.5 percent in the eight months 
compared to the same period last year; that figure included 
a 47.7-percent drop in nonfood items (from January to July, 
consumer goods output fell by 37.2 percent, including a 
48.4-percent drop in nonfood items). 


The output of light industry goods fell by 60.2 percent. 
Textile production fell by 54.1 percent (silk goods by 71.5 
percent; woolens by 63.6 percent; cottons by 43.1 percent; 
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linens by 28.9 percent; sewn goods by 66.9 percent; stock- 
ings-hosiery and knit goods by 46.2 and 57.5 percent, 
respectively; and footwear by 67.7 percent. 


Because of difficulties selling finished goods due to the 
declining purchasing power of the people and enterprises’ 
insufficient circulating capital, as well as the lack of mate- 
rials and components, there was a drop in the production of 
most cultural and household goods and appliances and, 
especially, sophisticated equipment and electronic goods. 
Thus, the output of TV sets fell by 57.8 percent from 
January to August compared with last year; the output of 
tape players fell by 85 percent; refrigerators by 20 percent; 
washing machines by 39.8 percent; and irons, vacuums, 
radio components, and cameras by more than half. 


In the eight months, food production fell by almost 23 
percent compared to the same period last year (by 25 
percent from January to July); of that figure, meat and meat 
products fell by 28.3 percent, whole milk products by 27.5 
percent, margarine by 38.1! percent, pasta products by 33.8 
percent, oils by 28.3 percent, salt by 25.2 percent, flour by 
15.5 percent, lard by 15.2 percent, groats by 13.1 percent, 
and confection items by almost half. 


It must be noted, however, that this August compared with 
last August, thanks to increased purchases of livestock and 
poultry, the output of meat rose by 34.2 percent. There was 
also a rise in the output of sausage products, canned meat, 
and semiprepared foods. 


Total retail trade from January to August was 147.3 trillion 
karbovantsy—67.2 percent of the total for the same period 
last year (it rose by 4.7 percent in July versus June of this 
year, and by 13 percent in August). 


Total fee-charging services in the eight months came to 26 
trillion karbovantsy. 


Some Problems of the People’s Standard of Living 


People’s monetary income was 1.9 times higher in July than 
last December, reaching 39 trillion karbovantsy (it rose by 
12.4 percent in July over June). 


Per capita income was 748,000 karbovantsy, versus 666,000 
karbovantsy in June and 371,000 karbovantsy last January. 


Average monthly wages of workers and office workers in the 
national economy were |,108,300 karbovantsy in July—6.2 
percent higher than in June. Wages were highest for workers 
in nuclear power plants, in finance, credit, and insurance, 
the coal and oil industry, air and subway transport, and 
construction—from 2.32 million to 1.681 million karbo- 
vantsy; they were lowest for workers in social security, 
public catering, consumer services, and housing and utili- 
ties—from 572,000 to 850,000 karbovantsy. 


Since the start of the year, prices on consumer goods and 
services have risen |.7-fold (by 2.6 percent in August com- 
pared with July). 


On the average, prices on food products all over Ukraine 
rose by |.7 percent in August compared to July (in July it 
had dropped by 1.6 percent from June). 
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On nonfood items, prices rose by 3.8 percent. 


School fairs were held in August; typically, there was a 
shortage of goods for students, and prices were high. 
According to Ministry of the Economy figures, the cost of a 
set of school goods for first-through third-graders is approx- 
imately 1.5 million karbovantsy. 


Prices on paid services in August rose by 1.7 percent over 
July. 


From January to August, 299,000 citizens applied to 
employment services for help in finding work. In that 
period, 126,000 persons were placed in jobs. In late August, 
the number of unemployed citizens registered with the 
employment services stood at 127,000; 91,700 of them were 
given the status of unemployed person—0.38 percent of the 
economically active population. 


Between January and August, the state fund to promote 
employment spent 66.2 billion karbovantsy to help the 
unemployed. The average amount of aid per unemployed 
person in August was 236,000 karbovantsy. 


Foreign Economic Activity 


The total volume of foreign trade from January to July was 
$11.3506 billion, including 5.5328 billion in exports and 
5.8178 billion in imports, with a negative balance of $285 
million. 


Ukrainian enterprises had foreign trade deals with partners 
in 129 countries. 


The volume of trade with countries of the near abroad in the 
seven months totaled $7.6384 billion, including exports of 
3.0654 billion and imports of $4.573 billion. The negative 
valance was $1.5076 billion. 


Foreign trade with countries of the far abroad totaled 
$3.7123 billion including exports of 2.4675 billion and 
imports of $1.2448 billion, with a positive balance of 
$1.2227 billion. 


Edict on Import Regulations 


954K0046A Kiev URYADOVYY KURYER 
in Ukrainian 24 Sep 94 p 2 


(“Edict of the President of Ukraine: "On Measures To 
Implement a Unified Government Policy on Regulating 
Imports**} 


[FBIS Translated Text] In order to reduce the trade balance 
deficit and create conditions for balancing Ukraine's bal- 
ance of payments, protect the interests of Ukraine's business 
entities from unfair competition and prevent such compe- 
tition in the import of goods (jobs, services), reduce nones- 
sential imports, ensure the rational utilization of hard 
currency funds, exclude products of poor quality from 
Ukraine's markets, preclude economically unjustified infla- 
tion of prices of imported products, and protect the interests 
of consumers, and based on the status of Ukraine as a state 
that accedes to the General Agreement on Tariffs and Trade 
(GATT) and on the relevant norms and principles of GATT- 
94, 1 HEREBY RESOLVE: 
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1. To create the Interdepartmental Commission on Import 
Regulations (hereafter: Interdepartmental Commission). 


2. To establish that the Interdepartmental Commission shall 
be headed by the first deputy prime minister of Ukraine. 


The chairman of the Interdepartmental Commission shall 
have a first deputy, who shall be the minister of external 
economic relations of Ukraine, and a deputy, who shall be 
the chairman of the State Customs Committee of Ukraine. 


The Interdepartmental Commission shall be composed of 
the heads or deputy heads of the Ministry of External 
Economic Relations of Ukraine, the Ministry of the 
Economy of Ukraine, the Ministry of Industry of Ukraine, 
the Ministry of Machine-Building, Defense-Industrial Com- 
plex, and Conversion of Ukraine, the Ministry of Agricul- 
ture and Food of Ukraine, the Ministry of Health of 
Ukraine, the Ministry of Finance of Ukraine, the Ministry 
of Justice of Ukraine, the Ministry of Foreign Affairs of 
Ukraine, the Ministry of Internal Affairs of Ukraine, the 
Security Service of Ukraine, the State Customs Committee 
of Ukraine, the Antimonopoly Committee of Ukraine, the 
State Committee of Ukraine on Standardization, 
Metrology, and Certification, the State Committee of 
Ukraine for the Protection of Consumer Rights, the 
National Bank of Ukraine, and the State Export-Import 
Bank of Ukraine. 


The chairman of the Interdepartmental Commission shall 
submit within 10 days a proposal on the staff of the 
Interdepartmental Commission, and within one month a 
draft of the Statute on the Interdepartmental Commission 
on Import Regulation. 


3. To establish that the Interdepartmental Commission’s 
principal tasks are to draft proposals, ensure that they are 
carried out, and take steps to: 


—reduce Ukraine’s balance of trade deficit and balance 
Ukraine’s balance of payments; 


—protect the interests of Ukraine’s business entities from 
unfair competition and prevent such competition by 
business entities, including foreign business entities that 
import goods (jobs, services) into Ukraine; 


—reduce the volume of nonessential imports, specify a 
products list of essential imports, and create favorable 
terms for their import; 


—ensure the rational utilization of hard currency funds; 

—prevent the import of goods (jobs, services) of poor 
quality; 

—prevent economically unjustified inflation of the prices of 
goods (jobs, services) that are imported. 


4. That the Interdepartmental Commission (taking into 
account the possible application of measures by other coun- 
tries in connection with Ukraine's restrictions on the import 
of goods (jobs, services)) shall: 
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develop and ensure the implementation of a mechanism for 
applying unilateral restrictions on imports in compliance 
with the norms and principles of GATT; 


specify the volumes of and a products list of essential 
imports; 


specify a list of products that can replace imports and the 
production of which can be set up in Ukraine, prepare 
proposals on tax and credit benefits to be extended to those 
who produce such goods; 


specify a list of states, whose imports into Ukraine should be 
granted preferential rates under the Unified Customs Rate 
of Ukraine pursuant to Ukraine’s international agreements; 


develop a methodology for determining whether the prices 
of goods (jobs, services) of foreign origin, which are formed 
on the domestic market, conform to economically justified 
prices, and establish a mechanism for applying tariff regu- 
lation measures in instances in which such prices are unjus- 
tifiably high; 


prepare and apply measures to implement proposals with 
respect to: 


—differential excise duty rates on nonessential imports 
depending on their country of origin and quality charac- 
teristics, as well as taxing tobacco and alcohol products by 
applying differential excise duty rates; 


—establishing the legal principles governing the servicing in 
Ukraine of goods of foreign origin, imposing duties on the 
servicing of imported goods whose manufacturers do not 
provide service in Ukraine, and compensatory duties on 
imported goods that lack manufacturer's warranties in 
Ukraine; 


—a mechanism for implementing Article 10 of the Law of 
Ukraine “On a Unified Customs Rate” in the portion 
establishing seasonal import duties; 


—establishing state registration of barter (goods exchange) 
transactions that would include provisions for ensuring 
the timely and complete delivery of imported products in 
barter transactions and for imposing duties on barter 
transactions. 


5. To grant the Interdepartmental Commission on Matters 
Pertaining to Antidumping Investigations With Respect to 
the Export of Commodities of Ukrainian Origin the 
authority to seek out and investigate instances of goods 
imported into Ukraine at dumping prices or subsidized 
goods and to submit proposals to the relevant organs on 
imposing antidumping, compensatory duties on importers 
in accordance with the prescribed procedure. 


6. To establish that in the event of the purchase of imported 
technological and other equipment that is part of the fixed 
capital of state-owned enterprises, as well as the purchase of 
imported goods (jobs, services) with funds from the state or 
local budgets, including those acquired through barter trans- 
actions, if the value of such equipment or goods (jobs, 
services) exceeds $100,000, international bids (tenders) 
must be solicited. 
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7. That the Cabinet of Ministers of Ukraine shall ensure that 
the decisions of the government are brought into conformity 
with this edict. 


[Signed] President of Ukraine 
L. Kuchma 

Kiev 

21 September 1994 


Deputy Defends Continuing Privatization 


954K0017A Kiev MOLOD UKRAYINY in Ukrainian 
29 Sep 94 p 1 


[Interview with People’s Deputy Oleksandra Kuzhel, 
deputy chairman of the Commission for Economic 
Policy, by Olena Hubina; place and date not given: 
“Oleksandra Kuzhel: ‘Privatization Is a Political Deci- 
sion’’’] 


[FBIS Translated Text] On 29 July, the deputies to the 
Supreme Council voted in the decree “On Perfecting the 
Privatization Mechanism in Ukraine and Strengthening Con- 
trol Over the Carrying Out of Privatization,” which halted 
the process of privatization until the mechanism governing it 
is normalized. The Cabinet of Ministers was instructed to 
prepare a list of enterprises that are not subject to privatiza- 
tion. Oleksandr Moroz promised that these “stops along the 
way” are not for ever and that this matter will be settled this 
fall. 


We asked People’s Deputy Oleksandra Kuzhel, deputy 
chairman of the Commission for Economic Policy, to com- 
ment on this development. 


[Kuzhel] After the decree was passed, the local authorities 
were informed how it is to be interpreted. The concluding of 
purchase-sale agreements was halted. But today any compe- 
tent lawyer can get around this decree. In the main, the 
process of destatization has continued. 


[Hubina] This is a paradoxical situation. People want to be 
owners, yet people are afraid of owners. 


[Kuzhel] These things have to be clearly explained to 
people. Privatization does not mean creating a single owner. 
This is a process of conversion to joint-stock ownership. 
Groups of shareholders are formed. 


[Hubina] But one feels pessimistic at the thought of the 
value of our low-priced privatization certificates. The pos- 
sibility of becoming a real owner seems remote. 


[Kuzhel] This is not the case. An enterprise that has been 
divided into shares will ultimately be worth exactly as much 
as it has taken in in privatization certificates. For example, 
a nuclear-waste processing plant was built in England. It 
cost $15 billion. But nuclear power production decreased 
after the Chernobyl accident. This means that the amount of 
wastes decreased as well. The plant went bankrupt. Ques- 
tion: how much does it cost today? Will someone pay 15 
billion for it? This no longer depends on the value of its 
capital stock. 


Today the value of enterprises has risen sixfold in Russia 
without indexation. Because the real price of each enterprise 
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has been decided by the value of its shares, Whereas at the 
beginning people bought shares at R125 each, today these 
shares cost $30. And this is the real price of this enterprise. 


{[Hubina] In other words, the initial price plays no particular 
role? 


[Kuzhel] We could have simply been given a paper with no 
value indicated on it. It could have merely noted that it was 
worth portion “A.” And everyone would have received this 
portion in some enterprise. Instead, you and I start out on 
an equal footing. 


We each get a certificate. Where you invest it is another 
matter. Imagine a whole wall of little drawers. Some contain 
prizes, and others do not. And no one knows which are 
which. 


The same is true of privatization. A list of enterprises will be 
presented, and you will choose for yourself which one you 
want to invest in. If you do not wish to take a risk, you can 
put your certificate in an investment fund, for example. It 
will manage your share for you and yield you an average 
profit. 


{Hubina] This is a simple plan, and we have heard a lot 
about it. Yet, for some reason, some people are still not sold 
on it. 


[Kuzhel] When I describe this plan, | ask the representatives 
of leftist blocs to show me where we are deceiving the 
people. On the contrary, we deceive them when we now 
propose to eliminate securities and not privatize a whole 
group of enterprises. You will see a list of enterprises 
submitted to the Supreme Council with the request that they 
not be privatized. I regard this as banditry. Because it 
involves the arbitrary rule of directors. Specifically of what 
we call the “party of power.” For example, if am a very rich 
director and have a very good enterprise, | would have to be 
crazy to allow it to be converted to joint-stock ownership, 
especially as I remain fully in charge. Such a director will 
never agree to let his enterprise be converted to joint-stock 
ownership. And he will not allow you and me to share in this 
enterprise. 


Moreover, if an enterprise has been divided into shares, the 
shareholders have the right to control the management. The 
law provides for an audit and a report is made to the 
meeting of shareholders on how money is spent. A director 
can only spend money as specified by the law. He can no 
longer build himself a dacha. 


Even from this standpoint, people should understand that 
those who say that they speak on their behalf and for their 
benefit should have to explain what it is that they do. 


{[Hubina] For the most part, people do not know the details 
and do not try to grasp them. 


[Kuzhel] Yes, all they do is feel afraid. People from the 
Malyshev plant stood here and told us that they would not 
allow their enterprise to be divided into shares. We also 
talked with the management of this plant. They said that if 
tomorrow they were ordered to manufacture tanks, they 
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would not be able to begin. Because everything has been 
stolen! Whereas owners, joint-stock companies have a dif- 
ferent attitude to work! 


All these things can be explained to the people. So that they 
stop being afraid. We need to be bolder about reforms. Even 
if we halt reforms today, they will continue, but in distorted 
and completely illegal ways. 


It would be a terrible thing if everything were transformed 
into shadow capital. Then, indeed, only individuals would 
grow rich. 


{[Hubina] Which enterprises on the submitted list are not 
subject to privatization? 


[Kuzhel] I looked up those in my own region, Zaporizhzhya. 
And I am opposed to virtually every enterprise on this list. 
It includes a large aluminum plant. This plant should be 
divided into shares. The titanium-magnesium combine. For 
nearly a year, they have been robbing it screw by screw. The 
combine is not working, and people are not getting paid. Yet 
it is being kept from privatizing! It has to be divided into 
shares; we need to beg people to invest money in it! The fact 
that we not allow it to be privatized will hardly make it start 
operating again! 


[Hubina] Do you think that the Supreme Council is apt to 
change the actual mechanisms of privatization? Those ele- 
ments that are slowing things down, that are depriving the 
people paid from the budget of equal rights, etc.? 


{[Kuzhel] Many people are now beginning to understand the 
problems. I count on the people’s common sense to prevail. 


Otherwise, we need to pose the matter differently: Those 
whose decision is adopted must assume full responsibility. 
On the whole, privatization is a political decision. 


If 1 am against prive@tzation, I should say that | oppose it. 
But I do not want to take responsibility for a decision that I 
know for certain deceives the people. 


[Hubina] Does the list of enterprises have to be approved by 
the Supreme Council? 


[Kuzhel]} Absolutely. 


[Hubina] Do you think that it will be approved by the 
deputies? 


[Kuzhel] I believe that there will be a long battle before it is 
passed. 
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[Hubina] Does this mean that the process of privatization in 
Ukraine will be halted until then? 


[Kuzhel] No. It is going on. But it is on the wrong course. 
And no edicts or decrees can stop it now. 


Atomic Energy Stations Face Shortages 


954K0044B Kiev URYADOVYY KURYER in Ukranian 
22 Sep 94 p 3 


[Item from the Public Affairs Department, State Atomic 
Energy Committee: “Nuclear Power Workers’ Problems 
Again”) 

[FBIS Translated Text] Just before the fall and winter 
season begins, the collectives of nuclear power plants face 
special difficulties. This is due chiefly to imbalances in the 
credit and finance system and the lack of nuclear fuel. For 
example, there are no fuel stocks for Units 2 and 5 of the 
ZAES [Zaporozhye Nuclear Power Plant}, and, as for the 
Chernoby! Plant, they've been loading the reactors with fuel 
as quickly as it's delivered. 


It takes $300-350 million to buy fuel, and, for a tender on 
the interbank currency exchange, we receive only $2-3 
million for a week. Repairing the units will require 1.6 
trillion karbovantsy. The lack of this money, for one thing, 
has delayed repairs to Unit | of the Khmelnitskiy Plant and 
others. 


This year we have already received 180 fuel assemblies for 
Ukraine's nuclear power plants in exchange for warheads, 
and, by the end of 1994, that figure will surpass 250. But 
that won't solve the whole problem, because Ukraine's 
nuclear power plants need about 550 assemblies for water- 
moderated water-cooled reactors and 800 assemblies for 
RBMK [channel-type high-power] reactors. 


Therefore, the question arises: Shall we commission new 
units or not? This will actually require going to the state 
level to resolve the problem of budget financing, including 
for the purchase of nuclear fuel. 


Electricity is so cheap for consumers; it has resulted in 
wasteful, inefficient consumption. As we move to world 
prices for nuclear fuel, spare parts, and materials, we must 
also think about world prices on electricity. Subsidies for 
various categories of the population are possible. 


It is because of the lack of fuel and funding to buy spare 
parts and materials that nuclear power workers in August 
1994, for the first time in recent years, failed to fulfill the 
electricity production plan. 








This report may contain copyrighted material. Copying and dissemination 
is prohibited without permission of the copyright owners. 














72 CAUCASUS 


ARMENIA 


Political Parties Call for National Accord 
95S4KO09SA Yerevan ATAZAMART in Russian No 40, 
11-17 Oct 94 pl 


[Joint statement of the NDS, ONS-Kh, DPA, ARF 
Dashnaktsutyun, and SKP parties} 


[FBIS Translated Text] Representatives of the NDS, ONS- 
Kh, ARF Dashnaktsutyun, DPA, and SKP parties signed a 
political agreement on 5 October in the Central Committee of 
the ARF Dashnaktsutyun. 


The National Democratic Union, National Self- 
Determination—Christianocrats Association, the Demo- 
cratic Party of Armenia, the Dashnaktsutyn Armenian Rev- 
olutionary Federation, and the Constitutional Law Union 
parties, 


guided by the strategy of the formation and strengthening of 
a national state based on the rule of law, concerned at the 
profound crisis that reigns in all the main spheres of the life 
of the country as a consequence of the policy being pursued 
by the present authorities, bearing in mind the process of 
prolongation through the fault of the authorities of the 
adoption of a constitution, and recognizing their responsi- 
bility to the motherland and the people, present the fol- 
lowing statement: 


Considering the trend toward avoidance of the priority 
discussion of the status of Nagornyy Karabakh in the 
negotiations conducted in connection with the Artsakh 
conflict and the aspiration to confine them to the framework 
of propositions conflicting with the norms of the self- 
determination of nations and reunification of the captured 
territories established by international law, the profound 
socioeconomic crisis reigning in Armenia, the real threat of 
the installation of a dictatorship in the country, the unprec- 
edented growth of instances of the flagrant flouting of 
elementary human rights, and the deliberate and uncon- 
cealed delay in the adoption of a law on parliamentary 
elections, 


maintain the following: 


a) While welcoming the impartial mediation efforts of 
international organizations and states to establish peace in 
the region by means of a political settlement of the Artsakh 
conflict, we emphasize at the same time that no document 
prepared in the process of the negotiations can be a depend- 
able guarantee of a political settlement of the conflict unless 
it proceeds from the reality of recognition of the actual 
political status of Nagornyy Karabakh, which should form 
the basis of the negotiations. The passive position being 
displayed in the process of negotiations is defeatist and is 
endangering the successes achieved as a result of the six-year 
Artsakh national liberation struggle; 


b) While supporters of market relations and economic 
reforms, we at the same time believe that under the condi- 
tions of the coalescence of the authorities and mafia struc- 
tures an atmosphere of universal arbitrary action and impu- 
nity has come about in the republic. Beneath the veil of 
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market relations and privatization the national wealth cre- 
ated by the poignant efforts of generations is being plun- 
dered. Obtaining from the state no guarantees of minimum 
living conditions, the people have come to be in a state of 
extreme indigence. The elementary principles of social 
justice are being disregarded, and emigration from the 
republic has assumed unprecedented proportions; 


c) As a consequence of the policy pursued by the ruling 
administration, the domestic political situation in the 
country has become extremely tense. Having concentrated 
in their hands powerful and effective levers of control over 
all spheres of the life of the republic, the power structures 
have become a state within a state. Arbitrarily dividing the 
country into regions and endowing representatives of the 
government with unlimited authority, creating unlawful 
offices—in the person of the overall leader of the power 
structures and the law enforcement authorities—and fla- 
grantly violating current legislation and the Deciaration of 
Independence, the ruling administration has, in fact, 
deprived the judiciary of independence. A dictatorship is 
being established consistently in the Republic of Armenia. 
The people are intimidated, and political persecution and 
violations of human rights are incessant; 


d) There are just several months remaining until the elec- 
tions, but the authorities are delaying in every possible way 
the adoption of a new law on elections to parliament. There 
are no dependable guarantees that there will not be uni- 
versal lawlessness, violations, and the falsification of the 
actual results in the process of the coming elections. 


Proceeding from these realities, 


the NDS, ONS-Kh, DPA, ARF Dashnaktsutyun, and SKP 
parties believe that the prospects of the development of 
Armenian independent statehood are in jeopardy. The 
country’s sole way out of the current crisis is the replace- 
ment of the ruling administration by National Accord 
authorities. The NDS, ONS-Kh, DPA, ARF Dashnaktsu- 
tyun, and SKP parties declare their readiness to cooperate in 
the above-mentioned sphere and their resolve to cooperate 
in the formation of new authorities of the Republic of 
Armenia constitutionally. 


[Signed] David Vardanyan, chairman of the board of the 
National Democratic Union 


Nerses Zeynalvandyan, speaker of the board of the National 
Self-Determination—Christianocrats Association 


Aram Sarkisyan, chairman of the Democratic Party of 
Armenia 

Ruben Akopyan, chairman of the Dashnaktsutyun Arme- 
nian Revolutionary Federation Armenia Central Com- 
mittee 

Grant Khachatryan, chairman of the Constitutional Law 
Union. 

Liberation of Northern Karabakh Urged 
954K0095B Yerevan AZATAMART in Russian No 40, 
11-17 Oct 94 p 1 

[Roundtable statement: “The Political Situation in 
Northern Artsakh"’} 
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[FBIS Translated Text] On the initiative of the leadership of 
the Shaumyan-Getashen Area Association and the news- 
paper MRAVI GOGANDZHNER, a roundtable was con- 
ducted on 10 October in Armenia's Journalist House with the 
participation of deputies of the Supreme Council of the 
Republic of Armenia and representatives of leading public 
and political forces of the republic and the news media. The 
theme of the roundtable was the situation of Northern Art- 
sakh today and the question of Northern Artsakh in the 
diplomatic arena. The organizers of the activity prepared a 
statement, which was read out by Kim Kagramanyan, repre- 
sentative of the area association and editor of the newspaper 
MRAVI GOGANDZHNER. The position of the Dashnakt- 
sutyun Armenian Revolutionary Federation on this issue was 
set forth by Vagan Oganesyan, representative of the Dash- 
naktsutyun Armenian Revolutionary Federation Bureau. 
Seyran Bagdasaryan and Suren Zolyan, members of the 
Supreme Council of the Republic of Armenia Artsakh Com- 
mission, and from the National Self-Determination— 
Christianocrats Association, Aramazd Zakaryan, from the 
National Democratic Union, Vazgen Manukyan, from the 
Democratic Party of Armenia, Grigor Guyumdzhyan, from 
the Republican Party of Armenia, Grigor Manasyan, and 
from the Zharang Club, Igor Muradyan, spoke at the round- 
table. 


At this pivotal moment in the political destiny of Artsakh 
and the Armenian people we note with alarm that the 
Nagorno-Karabakh Republic’s Shaumyanovskiy District is 
in danger of being forgotten. Following heroic self-defense, 
filled with heroic episodes, the subdistrict of Getashen was 
subjected in 1991 to forcible deportation, and Shaumyan 
and, together with it, the whole of the north of the Nagorno- 
Karabakh Republic, fell in 1992. Great casualties were 
sustained, and thousands of people were left homeless. But 
even after this dreadful blow people did not lose hope of 
returning, kept up their spirits, and preserve the wish to live 
freely in their own parts on the land of their forefathers. 


The self-defense force was reformed as a guerrilla detach- 
ment, which has for more than two years now been fighting 
selflessly on native soil, preventing the enemy settling the 
land of Shaumyanovskiy District. Inspired by this selfless 
struggle, the people of Shaumyan have begun to return to 
their native parts. In spite of all the dangers and difficulties, 
they are returning to the Nagorno-Karabakh Republic and 
uniting solely in the hope that Shaumyan will be liberated 
and that they will return to their homes. But recent political 
events are causing alarm connected with the fact that the 
Shaumyan problem is being consigned to oblivion, as it 
were. 


Proceeding from all this, we declare that; 


1. The Nagorno-Karabakh Republic was proclaimed on the 
basis of a referendum held in the Nagorno-Karabakh Auton- 
omous Oblast and Shaumyanovskiy District, on the terri- 
tory of the oblast and Shaumyanovskiy District, to which by 
the will of the people the subdistrict of Getashen also was 
affiliated even earlier. 
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The Supreme Council of the Nagorno-Karabakh Republic 
was elected with the participation of Shaumyanovskiy Dis- 
trict. Consequently, in all documents and in the entire 
diplomatic process Shaumyanovskiy District together with 
the subdistrict of Getashen should be represented as an 
integral part of the Nagorno-Karabakh Republic. 


2. According to a decision of the Supreme Council of the 
Republic of Armenia, any document in which Nagornyy 
Karabakh is in any form recognized as part of Azerbaijan is 
unacceptable to Armenia. This, naturally, applies to 
Shaumyanovskiy District also, and in the process of all 
meetings and mediation steps and in documents concerning 
a settlement of the Nagorno-Karabakh Republic-Azerbaijan 
conflict, consequently: 


a) the matter of the liberation of Shaumyanovskiy District as 
an integral part of the Nagorno-Karabakh Republic must be 
raised and 


b) the legitimate demand of the forcibly deported population 
of Northern Artsakh concerning its return to its native parts 
must be defended to the utmost. 


3. All healthy forces of the nation are required politically, 
materially, and spiritually to support Northern Artsakh. 


4. We declare in front of the entire Armenian people that we 
are full of will and resolve in the struggle for the liberation 
of Shaumyan and call on the authorities of the Nagorno- 
Karabakh Republic and the Republic of Armenia to achieve 
this goal at any price. 


Party Leaders on Foreign Policy, Karabakh 
954K00944 Yerevan AZATAMART in Russian No 40, 
11-17 Oct 94 p 4 


[AYLURA survey: “Three Questions to the Political 
Parties’ 


[FBIS Translated Text] 1. How do you evaluate Armenia's 
foreign policy 1990-1994? 


2. To what extent has this policy contributed to a resolution of 
the Karabakh problem? 


3, What do you think, should Armenia at this time recognize 
the Nagorno-Karabakh Republic as an independent state or 
not? 


An AYLURA correspondent put these questions to the rep- 
resentatives of a number of political parties. 


Karen Kostanyan, vice chairman of the republic board of 
the Ramkavar-Azatakan of Armenia Party 


1. Armenia has not had in the period 1990-1994 its own 
foreign policy doctrine and basic spheres of activity ensuing 
from this. The reason for this has been the economic and 
political position of the republic and also of the entire region 
and the clash of geopolitical interests in the region, and also 
the lack of the corresponding experience. 


So like the government's activity in the economic sphere, 
foreign policy also has been characterized mainly by the 
solution of transient problems, which may, on the whole, be 
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considered satisfactory. But more serious attention should, 
in our Opinion, have been paid to a number of matters of 
principle. Our viewpoint is substantiated also, we believe, 
by the answers to questions two and three. 


2. Had the trends of the development of relations and 
geopolitical interests of the United States-Europe-Russia 
been divined in advance, it would be easy today to under- 
stand the disagreements between the CSCE and Russia on 
the question of a peaceful settlement of the Karabakh 
problem and, on the other hand, the all-too-soft position of 
the United States in respect to the ever-growing influence of 
Russia in the Caucasus. That is, it would be possible to 
make a more efficient evaluation of the likely consequences 
of the internationalization of a settlement of the Karabakh 
problem and the fundamental stages of our behavior. 


From this viewpoint, responding to the question, it may be 
said that Armenia has attempted on the issue of a settlement 
of the Karabakh problem to preserve a balanced position (if 
only outwardly) between the West and Russia, whereas it 
has been ascertained, in our opinion, that the United States 
(which prior to this had preserved its influence in Europe as 
a factor confronting the threat of the USSR) is attempting to 
preserve its influence in Europe by using Russia as an ally. 
This was more quickly understood in Turkey, having, 
accordingly, reorganized and targeted its foreign policy 
toward the more active participation in the affairs of Europe 
and, on the other hand, having prompted Azerbaijan toward 
a more uncompromising position in respect to Russia, using 
the oil factor. 


3. As far as the question of Armenia's recognition of the 
Nagorno-Karabakh Republic is concerned, the right 
moment has, | believe, already passed. This should have 
been done prior to Russia's increased assertiveness in the 
Caucasus. At the present time, such a step on the part of 
Armenia—from the viewpoint of the programs of a peaceful 
settlement of both Russia and the Minsk Group—would be 
unilateral and useless, and it would be perceived by the 
world community only negatively. 


The initiative of the creation within the framework of the 
CIS of a union of autonomous formations—a “Union of 
Unrecognized States’—which should strive for greater rec- 
Ognition on the part of the world community and, on the 
other hand, seek new allies within the framework of the CIS, 
is More promising, in our opinion. 


The third (special) republic delegate assembly of the Ramka- 
var-Azatakan of Armenia Party adopted a resolution in 
respect to the programs of a peaceful settlement of the 
Karabakh problem, which noted the positive changes in the 
process of a peaceful settlement of the problem and pre- 
sented the party's position concerning the stages of a settle- 
ment. The resolution emphasizes, in particular, that “the 
preliminary conditions of a solution of the conflict should 
be followed by: a) clarification of the status of Nagornyy 
Karabakh and its borders; b) the departure of armed forces 
from the occupied territories to agreed borders; c) the lifting 
of the blockade; d) the return of the refugees to their 
domiciles.” 
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It is easy to see that we disagree with the sequence of stages 
of a settlement that is proposed in the Grand Political 
Agreement that is being discussed. 


—— Khachatryan, chairman of the Constitutional Law 
nion 


1. The changes that have occurred in the past several years, 
the so-called “independence process,” have turned Armenia 
into a sliver that is carried along by the current and that is 
incapable, it would seem, of taking independent steps. 
Foreign policy, meanwhile, presupposes a sound knowledge 
of the alignment of world forces, an improvement and 
intensification of relations in the pro-Armenia spheres, and 
the creation of barriers to trends that are unfavorable to us. 
Today the leaders pursuing foreign policy point as their 
achievements to the recognition of Armenia's indepen- 
dence, the strengthening of interstate relations, and so forth. 
We can see full well that the states that were opposed to the 
disintegration of the Soviet Union have automatically 
acquired the same independence and have in the same way 
been recognized and have likewise established international 
relations. So none of this can be seen as diplomatic suc- 
cesses; even less can we write off the sufferings of the people 
of Armenia to these successes. Foreign policy also presup- 
poses internal stability, which Armenia lacks, and we could 
pay dearly for this in the future. The universal bribery, 
privatization undertaken in the form of robbery, the 
unstable spiritual and moral condition of our people, and 
the proliferation of a multitude of sects are today weakening 
our ability to resist. Armenia is today, it would seem, in the 
same condition that it was in at the start of the century, and 
in this situation it becomes very easily controllable from 
outside. Armenia has still not clarified its relations with 
Russia or its immediate neighbors. 


2. Armenia's foreign policy is not developing in the direc- 
tion that would signify the truly independent status of our 
state or, | do not consider it superfluous to add, the 
reunification of Artsakh and Armenia. 


Armenia is today, in the person of its leaders, endeavoring 
to find a solution to the Artsakh question sometimes with 
the mediation of Russia, sometimes with the aid of the 
United Nations, the CSCE, and the West in general. I do not 
consider it superfluous to observe that the president of the 
republic, speaking in the United States, declared that 
Armenia saw as a solution of the Karabakh problem the 
preservation of the physical existence of the Armenian 
population on this land—with international guarantees. 
This literally means leaving Artsakh as part of Azerbaijan 
with whatever status. 


We have been unable to clarify relations with our potential 
allies, primarily Russia. So our diplomacy in these four 
years has had, to put it mildly, no achievements. The result 
of the past four years has been the “reform movement,” 
when the Armenian National Movement, speculating on the 
Artsakh issue, came to power and, introducing an alien 
liberalism here, has reduced us to this state. And only the 
second component of the movement—that of national lib- 
eration struggle—having obtained the support of almost all 
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strata of the Armenian people, was able to preserve Artsakh. 
I believe that such a policy could bring us to some new 
version of the 1921 Kavburo solution. 


3. This does not ensue from the interests of the Armenian 
people. The decision of | December 1989 on the reunifica- 
tion of Artsakh and Armenia was the correct step, and the 
new authorities should have continued to pursue this policy 
and to have represented us to the world precisely thus. | 
believe that a referendum in Artsakh, like the entire policy 
that has been pursued since 1990 by Levon Ter-Petrosyan, 
initially chairman of the Supreme Council and subsequently 
president, would signify Artsakh's acquisition of indepen- 
dence, but not from Azerbaijan but from Armenia. If even 
this independence is recognized, it will be to the advantage 
of Russia and other influential forces, which wish to rule the 
Caucasus as a puppet, and until Armenia is able to offer the 
superpowers real guarantees of its “partnership,” as our 
president puts it, to specify its place at the world political 
crossroads, or to formulate its own national policy, the 
future will hold no promise for us. 


Nerses Zynalvandyan, speaker of the board of the 
National Self-Determination—C hristianocrats 
Association 


1. In the opinion of our organization, Armenia's foreign 
policy has been mistaken from the start. We did not restore 
our statehood but created a new statehood. Armenia's 
foreign policy, meanwhile, should, we believe, have been 
based on the facts of the genocide of Armenians of 1915- 
1923, the forcible occupation of the First Republic of 
Armenia, and the compensation for our losses by means of 
their international recognition and the recognition as null 
and void of the illegal Russo-Turkish treaty of 1921. Had we 
been guided by these principles, not the situational policy 
that has been and continues to be pursued by the republic's 
authorities, our successes would today be greater and our 
relations more certain, and national problems would be 
closer to their desired solution than now. 


2. The Artsakh problem is within the framework of the 
above-mentioned policy course. The question of Artsakh 
should have been resolved on the basis of the principle of 
nations’ self-determination. This is a path that the authori- 
ties of Armenia recognized all too late. There was a second 
path of a solution of the problem also. Artsakh should have 
operated as an inalienable part of Armenia, and in this case 
we would not today be forced to listen to the lofty state- 
ments of our neighbors concerning Armenia's expansionist 
aims or its interference in Artsakh affairs. The Artsakh 
problem should have been an integral part of national 
policy, not isolated from it. 


3. The ONS-Kh [National Self-Determination— 
Christianocrats Association] believes that if we are taking 
the path of self-determination, the Nagorno-Karabakh 
Republic should be recognized by Armenia, and immedi- 
ately. In 1992, when the Armenians of Artsakh expressed at 
a referendum their free wish to live independently, our 
Organization took steps to ensure that Armenia recognize 
the Nagorno-Karabakh Republic as an independent state 
and we remain true to our position. 
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Ashot Navasardyan, chairman of the Republican Party 
of Armenia 


1. | should mention first of all that today's policy began not 
in 1990. Back in 1988, when the talk on the street and at 
demonstrations was nations’ right to self-determination, 
there were in Armenia figures who, while not unknown 
among the people, did not appear at them, although they 
had their own position. 


And it was as follows. We should have declared that 
Armenia was an occupied, colonized country. This occupa- 
tion occurred in 1920, and we are now restoring our 
statehood. There ensued from this principle the following: 
We are the masters of the territories that were wrested away 
from us as a consequence of the occupation, and our 
relations with the outside world should be built on the basis 
of this principle, as the Baltic states did. The world accepted 
and recognized them as colonized countries. Had we taken 
this path, our relations with the world would today be 
qualitatively different and would be built at a different level, 
and many issues, including the Artsakh problem, would be 
perceived differently. We would thus have united historical 
and legal factors and the factor of the self-determination of 
nations into a single system and would have been able to get 
our bearings correctly at the political crossroads. 


Discussing the Declaration of Independence adopted in 
1990, our party defended this position and adheres to the 
same principles today. 


2. Had we proceeded in accordance with the principle set 
forth above, Artsakh would, it stands to be reason, be 
perceived as an inalienable part of Armenia that was occu- 
pied in 1920-1921. There are military victories in Artsakh 
today, but the question of its status remains open. The 
decision of the Supreme Soviet of | December 1989 on the 
reunification of Artsakh corresponds most to our position in 
this sense. As far as today's situation is concerned, all 
peaceful proposals should, in our opinion, be directed 
toward a clarification of the status of Artsakh, and only after 
this may the question of liberalization of the territories and 
other matters be raised. 


3. This ts a double-edged question. On the one hand the 
recognition of Artsakh is seen as a stage en route to 
reunification; on the other, it could serve as grounds for 
estrangement and an attempt to cast off the problem from 
Armenia's shoulders, as it were. 


The second problem is that of the territories. Within what 
borders should the Nagorno-Karabakh Republic be recog- 
nized? After all, the present territories are historically ours 
and should, in our opinion, remain under the control of the 
Nagorno-Karabakh Republic, having reunited with 
Armenia. On this issue we unequivocally defend the deci- 
sion of | December 1989 on reunification, and this position 
of ours could change only in the event of more constructive 
versions of a resolution of this problem arising. 
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GEORGIA 


Shevardnadze Interviewed on Recent Events 


954F0066A Moscow OBSHCHAYA GAZETA 
in Russian No 40, 7 Oct 94 p § 


[Interview specially for OBSHCHAYA GAZETA with E. 
Shevardnadze by special correspondent Yelena Ime- 
dashvili; date not given: “The Unsweet Life of Eduard 
Shevardnadze”} 


[FBIS Translated Text} Tbilisi 


[Imedashvili} How do you evaluate the situation in 
Georgia? 


[Shevardnadze] The country has only just survived a 
domestic political crisis. The fundamental formulation of 
the question of confidence in the head of state was the sole 
way to express the position of parliament and the public. 
The people and parliament once again chose in favor of the 
policy of state revival. These days will be important for 
future elections. The public has seen which politicians are 
endeavoring to summon up a crisis. 


Today's state of the country is logical to some extent. 
Georgia is experiencing all the difficulties of the transitional 
period connected with the shaping of democratic structures, 
decentralization, and the creation of a new economic 
system. 


Problems of Abkhazia and the Tskhinvali region have yet to 
be resolved. And this is the greatest pain for myself and the 
whole people. Negotiations are under way, of course, but | 
would like a faster pace. Hundreds of thousands of refugees 
are waiting and still hoping for a return to their homes. 


Georgia is today experiencing a necessary, but most painful 
and difficult, stage of reforms connected with the start of 
price liberalization. The crime situation also remains com- 
plex as yet. There are many problems. But | would like to 
mention that a trend toward stabilization has emerged in the 
country, and the path that Georgia will take has been 
determined. 


[Imedashvili] You declined the trip to the UN Assembly. 
Different sources cite different reasons. According to one 
version, because the peacemaking process in Abkhazia is 
not proceeding fast enough... 


[Shevardnadze] Partly, yes. And what should I say about the 
results of the peacekeeping mission? It seems to me that it is 
premature to make any assessments as yet. It is the evalua- 
tion of this experiment being conducted under Georgia's 
conditions that is important for the world community. The 
present state of the matter, however, affords no grounds for 
serious political conclusions, and it is such a speech that the 
Assembly delegates are awaiting. 


But this is not the only and not the main reason. The main 
one had to do with the hot time that | was having in Georgia 
also. These were four days of stormy debate and heated 
discussion. And not only in parliament. | knew in which 
direction certain opponents and political forces and leaders 
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were steering. It was contemplated, following the corre- 
sponding complications in parliament, organizing a major 
demonstration of refugees. Following their large-scale pro- 
test, the socially unprotected strata of society, resentful, in a 
sense, at the results of the complex reforms on which we 
have now embarked, were to have protested. Certain forces 
were counting on the support of the supporters of the former 
president of Georgia, who are not large in number but who 
are the most aggressive part of society. 1 simply could not 
have left the country. 


One further reason—I believe that the present General 
Assembly session is not in a position to make radical 
changes to the creation of a dependable system of security 
under current conditions. Next year will be the jubilee 
session of the United Nations. And we must all prepare 
seriously for it. All state leaders, myself included, have our 
particular thoughts. I believe that the future meeting will be 
more productive. It is a question of a radical, bold reform of 
the United Nations and the Security Council. | am working 
On my proposals. 


{Imedashvili] The White House was stormed in Moscow a 
year ago. Is Russia insured against a repetition of such 
events? 


[Shevardnadze] | cannot now, as | could before, follow all 
the events in Russia on a systematic basis. And for this 
reason it is hard to make an accurate forecast. | can say that 
Russia, like other states of the former Union, is not insured 
against further upheavals, inasmuch as all these countries 
are now at the transitional stage. This stage has always been 
dangerous because of the possibility of serious cataclysms. 
This applies particularly to such a giant, a superpower, as 
Russia. With so diverse a society and political and national 
interests. True, the president was able to take a very 
important step and adopt a constitution. There is in Russia 
the institution of president—strong and with important 
rights—which, if necessary, could be a guarantor of stability 
in the country and the integrity of the state. But problems 
are, naturally, arising. Chechnya, for example. Unless this 
conflict can be localized, it could spread to the whole of 
Southern Russia. Even leading Russian political scientists 
could not fully guarantee that there will not be troubles for 
Russia. 


[Imedashvili] To recall once again 1993, 27 September in 
Sukhumi and the start of October in Moscow. Are these 
dates connected? 


[Shevardnadze] There is a link between the fall of Sukhumi 
and the demonstration of the reactionaries in Russia. No 
one doubts, | believe, that such tragic events in Abkhazia 
were the result of the strongest pressure on the part of 
reactionary forces not only in Abkhazia itself. 


This was precisely how it all was. | respond to the question 
without enthusiasm, insofar as we need to think about the 
future, and the present state of Russian-Georgian relations 
affords an opportunity for us to see the prospects of a 
peaceful settlement. Boris Nikolayevich Yeltsin spoke very 
bold and truthful words during his visit to Tbilisi: “Russia 
does not avoid its share of responsibility in the Abkhaz 
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events.” He was, in my opinion, talking about what essen- 
tially led to the tragedy. And it was not fortuitous that 
detachments from Abkhazia operated on the side of the 
reactionary forces at that time in October in Moscow. 


{Imedashvili} You are a national leader. How do you 
understand the very word “nationalism? 


{Shevardnadze} In the years of Soviet power this word 
acquired a distorted interpretation. Nationalism is essen- 
tially a noble concept. We are all nationalists in a sense. But 
there are extreme forms of nationalism; | call them local 
chauvinism. It is this that acquires features of fascism. | 
called the former regime, which imposed civil war on us, 
“provincial” fascism, and this was a form of the most 
unbridled and most extreme nationalism. In the healthy 
sense, on the other hand, nationalism is a normal feeling, 
man’s normal state. The nationalism to which | adhere 
absolutely excludes in a multinational state a discriminatory 
approach to other nations and nationalities. 


[Imedashvili} You are known in three capacities: as the 
communist leader of Georgia, then as minister of foreign 
affairs of the Union, and, finally, you are now the head of a 
new independent state. | have the sense that these are three 
different Shevardnadzes. How have you negotiated all these 
changes? 


[Shevardnadze] A man changes, the world changes. | have to 
say that there were not that many people who changed at 
that time. Had Gorbachev and several others not changed, 
there would have been no perestroyka or new thinking. As 
far as | am concerned, it was not my character but my 
philosophy that changed. Unfortunately, this is a complex 
and agonizing process. It was a confrontation with myself. It 
is said that the most important revolution is the one that 
occurs in man's consciousness. Unfortunately, time is 
passing, and many people are not changing. This also is 
natural to some extent. 


[Imedashvili} You have spoken repeatedly of the strong 
team in the Ministry of Foreign Affairs of the Union in the 
period when you were head of the department. Have you 
been able to assemble an adequate team here, in Georgia? 


[Shevardnadze] Only the United States and two or three 
other states have as strong a team as surrounded me at that 
time; this is a very rare occurrence. I give Kozyrev credit— 
he has done everything to preserve for Russia the backbone 
of the Ministry of Foreign Affairs. | am not afraid to call a 
diplomatic school of this level a national possession. 


Georgia does not, naturally, have such an outfit. There are 
individual very intelligent people who are capable of appre- 
hending what is new and who have strong intellectual 
potential. We are training personnel—both in the Ministry 
of Foreign Affairs of Georgia and in other departments. | 
hope that a very strong team will take shape in the republic, 
but this is a matter of time. 
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[Imedashvili} You are known throughout the world as a 
politician. Shevardnadze the man is known to a very small 
group of people. What sort of person are you? Do you have 
friends? What do you like? 


[Shevardnadze] | have friends, of course, but not that many. 
1 will not name them, but Nodar Dumbadze is one that has 
departed. He was my closest friend, an astonishing person. | 
take his death as a very great personal loss. Unfortunately, | 
am coming to have fewer and fewer friends. | am no longer 
young, my friends either. Many are no longer living. And it 
is increasingly hard to become closer to people as one grows 
older. | have one friend whose part in my life | have never 
advertised—this is my wife. She is the person who did not 
simply assume concern for the family but also the one who 
has always supported me. This is truly the case, although | 
seldom speak about this. 


{Imedashvili} Do you have weaknesses? 


[Shevardnadze] A love of eating or for something specific is 
usually cited as being among the weaknesses of character. 
But this is not the case with me. Among my character 
weaknesses I sense acutely the fact that it is very difficult for 
me to make a decision about a specific person. When you 
become accustomed to a person and a certain opinion of 
him is created, it is hard to imagine that he could engage in 
some act of meanness. | have frequently been mistaken in 
my life in this sphere also. This is not simply very 
unpleasant, but has been harmful also. | have promoted 
people whom | have trusted, and when they have let me 
down, | have not always spotted it in time. | have been 
mistaken this way both earlier and now also. | consider this 
the weakest feature of my character. There are others also, of 
course, but | am simply not entitled to have this flaw. And, 
in addition, when | begin to persuade myself of the errone- 
ousness of my opinion, it is always hard for me to admit this 
to myself and very agonizing to draw the conclusion. 


{Imedashvili} What do you lack as a person? Are th> > some 
things that you do not have a chance to do for yourself? 


{Shevardnadze} I have practically no time for myself and my 
family. There is no time for reading. | have been suffering 
recently because I have no time to keep up with literature or 
periodical publications. | hope that 1 shall be able to start 
work on my new book. | dream of sitting down and 
rummaging around in memoranda, in archives, in sets of 
minutes. No one else will write what I can write, and this ts 
the most important thing that I can leave to future genera- 
tions. My life is quite a rare phenomenon among contem- 
porary politicians. My youth passed in the war years, and | 
saw all its horrors. Then the years of socialist building—and 
I] was a convinced party leader. Then perestroyka, and now 
lam among those who are still in service, under entirely new 
conditions. So my situation is “quite interesting.” 


I have not yet thought up a title for the future book—it 
always comes at the end of the work. Perhaps that is what | 
will call it—“Book Without a Title.” 
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